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CURRENCY  AND  BANKING. 


CURRENCY  and  banking  present  nothing  very  inviting, 
but  they  deeply  concern  us  all,  and  it  is  well  therefore 
that  we  should  all  make  ourselves  in  some  degree  ac- 
quainted with  them ;  and  for  this  purpose,  in  what  I 
have  now  to  state,  I  shall  endeavour  so  to  strip  the 
subject  of  the  technicalities  by  which  it  is  often  ob- 
scured as  to  render  it  easy  for  any  one  to  have  a 
competent  knowledge  of  the  matter.  Recent  events 
have  directed  the  public  attention  with  much  anxiety 
to  whatever  concerns  our  whole  monetary  system,  and 
it  is  not  surprising  that  it  should  be  so,  because  in  that 
single  word  banking  is  included  the  regulation  of  the 
means  by  which  the  industry  of  the  country  is  main- 
tained and  rendered  constantly  reproductive ;  it  in- 
cludes all  that  affects  the  safe  investment  of  the  surplus 
produce  of  that  industry,  for  whether  the  industry  be 
that  of  the  hands  or  of  the  head,  still  the  aid  of  bank- 
ing is  required  in  securing  the  reward ;  it  affects,  in 
short,  the  whole  of  our  relations  with  each  other,  in  so 
far  as  buying  and  selling,  paying  and  receiving  are 
concerned.  Banking  may  be  taken  in  a  more  limited 
view,  and  concisely  denned.  But  we  have  to  consider 
it  in  the  gigantic  form  in  which  we  now  have  it  exist- 
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ing  in  this  country, — we  have  to  look  to  it  in  reference 
to  its  effects  on  the  agriculture,  the  manufactures,  tne 
home  and  the  foreign  trade,  of  this  great  trading  com- 
munity. In  the  highly  civilised  and  artificial  state  to 
which  we  have  arrived,  banking  exercises  a  very  great 
power  over  every  department  of  human  industry,  over 
every  class  of  persons  and  every  individual  amongst 
us.  It  is  of  the  first  importance,  therefore,  that  the 
opinions  entertained  respecting  a  subject  of  so  great 
influence  should  be  founded  on  principles  which  can 
stand  the  test  of  experience,  and,  in  so  far  as  these 
principles  have  been  acted  upon,  that  we  should  be 
able  to  appeal,  in  proof  of  their  soundness,  to  the  bene- 
ficial results  they  have  produced ;  the  principles,  in 
short,  on  which  the  money  matters  of  the  country  have 
been  managed  must  stand  or  fall  by  their  effects  on 
the  industry  of  the  people. 

The  trade  of  Great  Britain  is  conducted  on  so  vast  a 
scale,  that  it  connects  us  with  every  country  on  the 
globe. 

The  universality  of  this  connection,  however,  sub- 
jects us  to  feel  the  influence  of  whatever  may  affect 
the  prosperity  of  any  other  country,  but  that  very  uni- 
versality in  ordinary  circumstances  also  prevents  our 
being  much  injured  by  the  temporary  difficulties  to 
which  the  vicissitudes  of  human  affairs  occasionally 
subject  all  countries.  Accordingly,  it  commonly 
happens  that,  if  one  market  should  be  wholly  or 
partially  closed,  some  new  one  is  opened,  or  old  one 
extended,  and  in  this  way  we  have  gone  on  prospering 
amidst  many  changes  and  calamities  which  have  come 
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over  other  lands  with  which  we  are  connected.  We 
are  indebted,  under  Providence,  for  this  prosperity  to 
the  intelligence  and  the  enterprise  of  our  merchants, 
by  which  they  adapt  their  operations  to  all  these 
changes,  and  by  which  they  contrive  to  turn  to  ac- 
count the  most  apparently  untoward  circumstances. 
But  disturbing  causes  sometimes  affect  simultaneously 
almost  all  our  foreign  relations,  arid  the  recoil  is  then 
felt  through  every  department  of  our  own  industry. 
And  we  suffer  the  more  from  a  shock  of  this  kind  in 
proportion  to  the  extent  of  the  operations  which  are 
thus  interrupted.  The  actual  state  of  commerce  for 
many  months  past  has  afforded  a  complete  illustration 
of  this.  We  see  our  exports  to  the  United  States  of 
America  nearly  suspended,  in  consequence  of  the  diffi- 
culties which  have  arisen  in  the  States  from  a  vicious 
system  of  banking,  and  which  for  the  time  has  de- 
stroyed credit.  The  markets  of  South  America  have 
been  deranged  by  wide-spreading  civil  discord,  our 
East  Indian  and  Australian  possessions  are  glutted  with 
our  goods ;  in  short,  our  best  markets  are  closed,  and 
this  state  of  commerce  is  the  more  severely  felt  be- 
cause it  has  immediately  followed  a  crisis  arising  from 
the  most  powerful  of  all  disturbing  causes,  namely,  a 
failure  of  the  crops,  which  occurred  in  1837  and  1838, 
and  the  consequent  necessity  of  buying  foreign  corn 
to  a  large  extent.  The  country  had  scarcely  breathed, 
and  certainly  had  not  recovered  from  the  effects  of  this 
corn  crisis,  when  a  sort  of  commercial  low  fever  came 
over  us  in  the  shape  of  the  suspended  state  of  trade  we 
have  mentioned. 
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These  recent  difficulties  will  furnish  the  means  of 
testing  the  soundness  of  those  principles  by  which  the 
monetary  system  of  the  country  has  been  regulated. 
We  have  therefore  to  inquire  whether  the  crisis  has 
been  mitigated  in  its  intensity  and  shortened  in  dura- 
tion ?  Or  has  it  been  aggravated  and  prolonged  ? 
Have  our  merchants  and  our  manufacturers  been  sup- 
ported under  their  difficulties  and  borne  lightly 
through  them  ?  or  have  they  been  subjected  unneces- 
sarily to  losses  and  expenses  which  might  have  been 
avoided,  and  exposed  to  dangers  which  might  have 
been  warded  off? 

It  is  strange  that  there  should  be  any  doubt  or  ques- 
tion about  the  matter,  considering  the  magnitude  of 
the  interests  involved,  and  the  talents  which  have  been 
brought  to  bear  on  the  subject.  The  anxiety  of  the 
public  has  been  excited  to  the  utmost,  because  at 
shorter  and  shorter  intervals  the  country  has  been 
convulsed  and  subjected  to  ruinous  loss.  Our  agri- 
culture, our  trade  and  manufactures,  the  public 
revenue,  our  capital  and  credit  have  been  put  in  peril ; 
and  we  fear  that  the  answer  must  be  condemnatory  as 
to  whether  the  present  system  of  our  banking  has 
worked  well  by  lessening  either  the  severity  or  the 
duration  of  our  pecuniary  trials.  The  ablest  heads 
have  been  employed  on  the  subject.  Statesmen,  po- 
litical economists,  and  practical  men,  merchants  and 
bankers,  have  all  been  at  work ;  but  the  result  proves 
that  no  remedy  has  yet  been  applied,  and  that  we  are 
still  going  on  in  the  dark,  and  that  there  is  some  great 
error  at  the  root  of  the  whole  system. 
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Accumulating  experience,  however,  and  especially 
the  experience  of  the  few  last  years,  if  rightly  read, 
will  throw  much  light  on  the  subject,  enough,  we  hope, 
to  point  out  how,  if  we  cannot  altogether  escape  from 
the  pressure  of  the  vicissitudes  which  are  inseparable 
from  all  human  affairs,  we  may  avoid  at  least  making 
matters  worse  by  the  measures  resorted  to  with  the 
view  of  making  them  better. 

In  attempting,  then,  to  derive  some  benefit  from  ex- 
perience, it  is  not  necessary  at  present  to  go  farther 
back  than  the  renewal  of  the  charter  of  the  Bank  of 
England  in.  1833.  A  great  alteration  was  then  made 
in  our  monetary  system,  first,  by  rendering  the  Bank- 
of-England  notes  a  legal  tender;  secondly,  by  the 
encouragement  given  to  the  establishment  of  joint- 
stock  banks  in  the  metropolis;  and  thirdly,  by  the 
relaxation  of  the  usury  laws  in  respect  of  the  state  of 
interest  on  mercantile  bills.  The  wisdom  of  these 
measures  will  depend  on  the  use  which  may  be  made 
of  them.  In  some  respects  we  shall  have  to  show  that 
they  have  not  been  used  altogether  so  wisely  as  they 
might  have  been.  But  when  we  look  to  what  has 
since  passed,  and  to  the  very  difficult  circumstances  in 
which  the  directors  of  the  Bank  of  England  have  been 
placed,  it  must  be  admitted  that  they  have  acted  with 
great  judgment,  according  to  the  line  laid  down  for 
them,  and  have  fulfilled  the  onerous  duties  imposed  on 
them  in  a  manner  that  merits  the  cordial  thanks  of 
the  nation.  Particular  points  of  their  management 
have  been  objected  to,  but  the  objectors  were  not  in 
the  Bank  parlour,  and  the  whole  bearings  of  what  was 
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to  be  decided  upon  could  only  be  known  there.  The 
directors  had  to  deal  with  complicated  and  conflicting 
interests,  and  to  contend  with  untoward  circumstances, 
over  which  they  often  had  very  little  control ;  but  in 
these  difficult  circumstances  they  have  acquitted  them- 
selves most  honourably,  not  only  to  their  own  consti- 
tuency, the  shareholders  of  the  Bank,  but  to  the  public 
at  large.  We  may  take,  as  a  conspicuous  instance  of 
this,  their  support  of  the  great  American  houses  in 
1836,  by  which  the  directors  took  on  themselves  a 
very  heavy  responsibility,  so  heavy  that  if  they  had 
shrunk  from  it  no  blame  could  have  attached  to  them  : 
fortunately,  they  took  the  bold  course,  and,  by  the 
assistance  of  the  Bank,  time  was  afforded  for  the  out- 
standing bills  of  these  houses  to  be  run  off  in  their 
ordinary  course,  by  which  they  averted  impending 
ruin  from  many  prosperous  firms.  And  it  will  be 
found  that,  in  every  instance  in  which  they  may 
appear  to  have  deviated  from  the  course  laid  down  for 
their  guidance,  or  from  strict  rules  of  banking,  they 
have  acted  judiciously,  and  for  the  benefit  of  the  trade 
of  the  country.  I  have  felt  it  to  be  just  to  the  directors 
of  the  Bank  of  England  to  make  this  acknowledgment 
of  the  gratitude  due  to  them  by  the  public,  because  in 
much  of  what  I  shall  now  state  I  shall  have  to  im- 
pugn the  wisdom  of  measures  in  which  they  have 
become  necessarily,  from  their  position,  the  chief 
actors ;  but  they  have  many  of  the  first  statesmen  arid 
political  economists  to  share  with  them  in  the  blame 
to  be  ascribed  to  the  erroneous  views  on  which  these 
measures  have  been  founded. 
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'On  the  renewal  of  the  charter  of  the  Bank  in  1833, 
it  was  laid  down  as  a  rule,  and  has  since  been  received 
as  an  axiom,  that  it  is  the  duty  of  the  directors  of  the 
Bank  of  England  to  watch  the  foreign  exchanges,  and 
to  regulate  the  currency  of  this  country  in  conformity 
to  these.  This  currency,  consisting  of  gold  and  Bank 
notes  convertible  into  gold,  has  accordingly  been  con- 
tracted, by  withdrawing  part  of  the  notes  in  circula- 
tion, whenever  the  exchanges  have  continued  adverse 
for  any  length  of  time,  accompanied,  as  must  always 
happen  in  such  cases,  by  an  unusual  demand  for  the 
gold  of  the  Bank. 

For  the  sake  of  those  who  are  neither  bankers,  mer- 
chants, nor  political  economists,  I  must  explain  that 
the  object  in  view  was  that  of  saving  the  Bank  from 
the  unseemly  exhibition  of  the  poverty  of  her  trea- 
sury, by  not  being  able  to  give  gold  for  her  notes. 
For  this  purpose  the  only  effectual  means  was  thought 
to  consist  in  such  a  sudden  and  forced  reduction  in 
the  price  of  those  commodities  which  might  be  saleable 
abroad  as  would  induce  a  great  exportation  of  them, 
and  thus  turn  the  balance  of  trade  and  the  course  of 
exchange  in  favour  of  this  country ;  in  short,  that  we 
should  export  more  than  we  had  imported,  when  the 
balance  would  be  due  to  us  instead  of  against  us,  and 
the  gold  would  then  flow  into  the  treasury  of  the 
Bank  instead  of  out  of  it. 

Now  all  this  turned  on  the  theory  that  the  prices  of 
commodities  depend  on  the  currency,  and  that  these 
prices  rose  or  fell  according  to  the  relative  proportions, 
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in  point  of  quantity,  of  money  in  circulation  and  of 
goods  in  the  market. 

I  am  not  going  to  enter  on  the  subject  of  the  origin 
of  money,  nor  how  the  value  of  commodities  and 
property  of  every  description  has  come  to  be  mea- 
sured by  money,  nor  why,  amongst  all  the  commo- 
dities given  to  man,  gold  has  been  found  to  be  the 
most  conveniently  applicable  to  this  purpose.  We 
have  to  do  at  present  with  the  existing  positions  of 
money  and  banking  as  we  now  find  them,  and  we 
shall  have  done  a  great  public  good  if  we  succeed 
in  fixing  attention  on  some  sounder  principles  and 
wiser  views  of  these  matters  than  have  hitherto  been 
adopted. 

The  first  point  for  this  purpose  is  to  set  aside  the  idea 
of  the  price  of  goods  being  regulated  by,  and  depending 
on,  the  amount  of  the  currency  :  this  is  of  the  utmost 
importance,  because  the  transactions,  the  buying  and 
selling,  or,  as  economists  would  express  it,  "  the  capi- 
"  tal  circulating  in  a  healthy  state  of  the  business  of 
"  this  great  country,"  was  calculated  to  amount,  many 
years  ago,  to  Jive  hundred  millions  sterling  annually  ; 
and  we  shall  see  in  the  sequel  that  it  is  a  very  great 
deal  more.  It  is  singular  that  the  idea  should  ever 
have  occurred  of  making  the  value  of  this  great  amount 
of  property,  annually  changing  hands  amongst  our- 
selves, to  depend  on  the  ever-varying  state  of  our  rela- 
tions with  foreign  countries  as  measured  by  the  rates 
of  exchange,  which  are  affected  by  many  other  in- 
fluences besides  the  balance  of  trade.  Under  the  ope- 
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ration,  however,  of  this  erroneous  fancy  of  having  the 
currency  regulated  by  the  exchanges,  we  have  sub- 
jected ourselves  from  time  to  time  to  incalculable  loss, 
and  to  the  distress  and  ruin  of  many  worthy  men  and 
many  happy  families. 

This  error  was  very  ably  exposed  in  an  article  on 
"  Currency""  in  the  Quarterly  Review  in  April,  1829, 
and  it  is  to  be  regretted  that  the  principles  then  ex- 
plained have  not  been  followed  out,  and  applied  to  the 
subsequent  monetary  history  of  the  country  by  that 
talented  Periodical.  Price  must  depend  in  the  main 
on  the  relations  of  supply  and  demand,  taken  on  an 
average  of  years :  the  natural  value  of  any  article  is 
the  cost  of  production,  and  the  price  in  the  market  on  a 
long  average  cannot  either  much  exceed  or  fall  much 
below  the  usual  rate  of  profit :  but  during  any  long  ave- 
rage various  disturbing  causes  may  have  affected  both 
the  cost  of  production  and  the  relations  of  the  supply  to 
the  demand  ;  and  a  supposed  deficiency  in  the  supply 
of  an  article  often  causes  a  speculative  demand,  which 
raises  the  price  for  a  time,  but  ultimately  it  v/ill  be 
found  to  depend  entirely  on  the  supply  meeting  the 
demand  for  actual  consumption.  The  most  distressing 
and  most  unmanageable  of  these  disturbing  causes  is  a 
failure  in  the  supply  of  food  necessary  for  the  existence 
of  the  people,  when  the  labour  and  other  ingredients 
of  cost,  sufficient  to  have  given  an  abundant  crop, 
have  resulted  in  a  return  not  much  exceeding  the 
seed  which  was  put  into  the  ground.  In  any  other 
than  the  staple  article  of  existence,  a  deficient  supply 
does  not  very  much  affect  the  price,  because  a  limit  is 
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at  the  same  time  put  to  the  demand,  as  people  will  not 
pay  a  very  unusual  price  for  what  may  be  dispensed 
with  ;  but  there  is  no  dispensing  with  necessary  food, 
and  accordingly  even  a  slight  deficiency  in  the  crops 
of  corn  will  always  raise  the  price  far  beyond  the  pro- 
portion of  the  deficit,  because  those  who  have  money 
will  part  with  it  freely  rather  than  stint  themselves  in 
food,  and  those  who  have  no  money  will  work  to  the 
exhaustion  of  nature  for  a  morsel  of  bread.  Now  the 
practical  effect  of  the  theory  of  regulating  the  cur- 
rency by  the  exchanges  has  been  that  of  excessively 
aggravating  the  sufferings  which  inevitably  spring 
from  years  of  scarcity. 

We  deprecate  this  as  to  all  classes  of  the  community, 
but  most  especially  in  respect  of  the  labourers  in  our 
manufacturing  districts,  who,  by  the  action  of  the 
Bank  of  England  on  the  currency,  have  been  thrown 
out  of  employment  at  the  moment  that  high  prices  of 
provisions  render  the  wages  of  work  more  indispen- 
sable. 

This  is  a  tremendous  evil,  and,  unless  some  effec- 
tual remedy  can  be  found,  convulsions  of  the  most 
violent  kind  may  be  expected  to  result  from  it. 

There  is  no  difficulty  in  understanding  how  the  evil 
of  scarcity  is  made  to  press  more  heavily  on  all  classes, 
and  more  especially  on  the  lowest,  by  the  manner  in 
which  the  currency  is  managed.  In  the  proportion 
by  which  our  home  produce  is  deficient,  we  must  buy 
from  other  countries,  and  the  amount  of  food  so  pur- 
chased must  be  paid.  If  the  exportation  of  other 
commodities  can  be  so  extended  as  to  pay  for  this  im- 
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portation  of  food,  all  would  be  well,  and  the  accounts 
would  be  balanced  with  all  foreign  states,  but  in  so 
far  as  the  exportation  cannot  be  so  extended  the  dif- 
ference must  be  paid  in  gold  ;  and  in  the  first  instance, 
the  necessity  of  our  paying  in  gold  could  not  be  met 
by  an  increased  exportation,  because  the  grain  is  drawn 
for  at  short  dates  and  must  be  paid  to  a  day,  whereas 
the  goods  exported  are  not  remitted  for  in  the  same 
manner :  they  have  to  find  a  market,  and  even  when 
sales  have  been  effected  the  payments  are  not  prompt, 
and  the  returns  are  consequently  slow  and  uncertain. 
There  is  therefore  no  possibility  of  avoiding  a  drain  of 
our  gold  in  proportion  to  the  amount  of  the  foreign 
grain  we  have  bought;  and  until  the  account  be  ad- 
justed by  the  exportation  of  gold,  the  exchanges  must 
be  against  this  country.  The  returns  for  our  exports 
will  bring  back  the  gold  in  due  time ;  but  goods  are 
not  available  in  the  first  instance  for  the  purpose  of 
the  immediate  payments  to  be  made,  and  thereby 
keeping  the  exchanges  right  and  preventing  the  drain 
on  the  treasury  of  the  Bank  of  England  :  these  two 
objects  happen  unfortunately  to  be  entirely  incom- 
patible in  the  circumstances  we  have  supposed  of  the 
country  having  to  pay  for  any  considerable  quantity  of 
imported  food.  The  balance  of  the  debt  can  only  be 
paid  in  gold,  and  until  it  be  paid  the  rate  of  the  foreign 
exchanges  must  continue  adverse,  and  the  national 
depot  of  gold  is  the  treasury  of  the  Bank,  from  whence 
the  funds  for  the  discharge  of  this,  debt  must  be  taken  : 
there  is  no  escape  from  this  necessity ;  and  therefore, 
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instead  of  any  vain  attempt  to  retard  the  process  by 
reducing  its  circulation,  it  would  be  better  for  the 
Bank  to  give  every  facility  to  meet  the  extraordinary 
claims  of  the  country,  by  which  means  trade  would 
return  sooner  to  a  natural  position,  and  the  gold  would 
then  begin  to  flow  back  upon  us.  We  come  now,  then, 
to  look  at  the  measures  which  have  been  resorted  to 
by  the  Bank  of  England  under  the  pressure  of  such 
circumstances  as  we  are  contemplating. 

The  rule  has  been  to  contract  the  currency  by  with- 
drawing a  portion  of  the  notes  in  circulation :  this  of 
itself  could  not  influence  the  exchange,  and  it  could 
not  stop  the  drain  of  gold  from  the  Bank,  because  the 
public  can  reach  the  gold  through  the  deposits  as  well 
as  through  the  circulation ;  besides,  under  the  severest 
restriction,  the  amount  of  notes  remaining  in  circula- 
tion has  always  greatly  exceeded  the  amount  of  gold 
in  the  Bank,  every  ounce  of  which  could  therefore  be 
withdrawn  by  presenting  the  notes.  The  sum  of 
5,000,000/.  or  6,000,000/.  sterling  taken  out  of  cir- 
culation would  afford  no  protection,  when  besides  the 
deposits  in  the  Bank  there  were  bank-notes  to  the 
amount  of  18,000,0007.  or  20,000,000/.  still  left  afloat 
in  the  hands  of  the  public.  The  object,  however, 
proposed  to  be  accomplished  is  the  turning  the  rates  of 
the  foreign  exchanges  in  favour  of  England,  in  order 
to  remove  any  inducement  to  send  gold  abroad. 

This  object  is  to  be  effected  by  exportation  to  such 
an  extent  as  to  make  all  Europe  our  debtors,  instead 
of  our  creditors,  when  our  gold  which  has  gone  abroad 
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will  be  sent  back  in  payment  of  the  balance  which 
has  thus  been  turned  in  our  favour. 

Now,  supposing  it  were  possible  to  effect  such  a  fall 
in  the  prices  of  exportable  commodities  as  to  force  trade 
in  this  manner,  let  us  consider  whether  the  object, 
although  most  desirable,  would  'not  cost  the  country 
a  very  great  deal  more  than  it  is  worth.  We  must 
recollect,  then,  that,  whatever  the  cause  may  have 
been  which  has  brought  us  into  debt,  the  ordinary 
export  trade  has  probably  been  going  on  through  the 
old  channels,  and  to  the  usual  extent :  we  have  been 
sending  our  foreign  customers  as  much  of  our  goods 
as  they  have  occasion  for ;  but  it  is  now  proposed  to 
reduce  our  prices  to  such  an  extent  as  to  tempt  them 
to  take  a  great  deal  more. 

It  will  be  obvious  to  every  one  that  the  sacrifice  to 
be  made  for  this  purpose  must  be  something  very  dif- 
ferent from  any  variation  of  price  arising  from  the 
more  ordinary  circumstances  which  affect  trade.  To 
force  a  great  and  sudden  increase  of  consumption  of 
our  goods  abroad  will  require  a  reduction  of  fifty  per 
cent.,  or  something  near  it.  However,  for  the  sake  of 
exhibiting  our  argument  in  the  stronger  light,  we  shall 
suppose  that  twenty  per  cent,  may  be  sufficient ;  that 
is  to  say,  that,  on  giving  our  manufactures  to  our 
foreign  customers  one-fifth  cheaper  than  before,  they 
will  take  from  us  the  further  quantity  required,  in 
order  to  bring  the  balance  of  trade  in  our  favour :  we 
shall  suppose  also  that  we  have  had,  as  happened  very 
recently,  9,000,000/.  sterling  to  pay  for  imported  grain, 
and  that  the  Bank,  after  having  4,000,000/.  of  its  gold 
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taken  away,  has  at  last  succeeded  in  reducing  prices, 
and  creating  a  forced  export-trade,  by  which  the  re- 
maining 5,000,000/.  has  been  paid.  Goods,  then,  have 
been  sold  for  5,000,000/.  which  were  worth  6,000,000/. 
before  these  operations  of  the  Bank  drove  down  prices, 
leaving  a  loss  to  the  owners  of  1,000,000/.  sterling, 
besides  the  freight,  commission,  &c.,  at  least  ten  per 
cent.,  making  altogether  a  loss  of  1,500,000/.  falling 
on  these  exported  goods.  This,  however,  is  a  trifle  to 
what  remains  to  be  considered.  The  action  of  the 
Bank  on  the  currency  having  been  successful,  if  there 
be  any  truth  in  the  theory  that  prices  depend  on  the 
quantity  of  money  which  is  allowed  to  circulate  in 
the  country,  it  must  have  reduced  not  merely  the 
price  of  the  goods  which  have  been  exported,  but  the 
price  of  commodities  of  every  kind  without  exception 
must  have  fallen  to  the  same  extent ;  and,  as  transac- 
tions of  such  magnitude  must  be  spread  over  a  good 
many  months,  we  must  suppose  that  during  a  whole 
year  the  value  which  has  been  realised  on  the  whole 
amount  of  sales  in  the  country  has  been  twenty  per 
cent,  less  than  it  would  have  been  if  there  had  been  no 
tampering  with  the  currency ;  and  that  every  man 
who  has  had  occasion  in  the  meantime  to  calculate 
what  he  is  worth  in  the  world,  must  have  set  himself 
down  as  the  poorer  to  the  extent  of  one-fifth  part  of 
the  previous  value  of  his  property  in  goods.  On  a 
very  moderate  calculation  this  would  be  something 
towards  40,000,000/.  sterling  added  to  the  loss  on  the 
goods  exported.  This  is  a  startling  sum ;  but  if 
twenty  per  cent,  be  struck  off  from  the  actual  ex- 
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changeable  value,  the  sum  which  can  be  realised  at 
the  market-price  of  the  day,  on  all  the  sales  in  Great 
Britain  for  even  six  months,  it  will  certainly  not  be 
less  than  we  have  stated  ;  and  that,  in  consequence,  the 
country  has  been  subjected  to  the  loss  of  40,000,0007. 
as  the  means  of  paying  9,000,OOOZ. 

The  case  we  have  here  been  considering  is  that  of 
our  having  to  pay  for  a  large  supply  of  foreign  grain. 
Now,  whenever  deficient  harvests  occur,  we  ought  to 
be  very  thankful  to  get  food  for  the  people  on  any 
terms ;  but  we  must  make  up  our  minds  to  a  national 
loss  to  the  amount  of  the  price  of  the  food  thus  pur- 
chased. There  is  no  escaping  that :  but  the  loss  ought 
to  stop  there;  and  the  average  amount  of  the  clear 
annual  profits  of  the  export  trade  of  this  country  is  so 
large  that  this  loss  might  be  taken  any  year  from  this 
surplus  profit  with  very  little  derangement  of  our 
affairs.  But  we  generally  contrive  to  make  the  cala- 
mity of  unproductive  seasons  felt  with  tenfold  pressure 
by  the  violent  measures  to  which  we  resort  in  order 
to  meet  the  difficulty. 

I  have  here  supposed  the  case  of  the  Bank  of  Eng- 
land acting  on  the  currency,  with  the  view  of  effect- 
ing a  fall  in  prices  in  order  to  force  an  increased 
exportation  of  goods  as  an  offset  against  the  grain 
which  has  been  imported :  we  have  supposed  the 
operation  to  have  been  successful ;  and  we  have  seen 
that  individuals  have  been  subjected  in  consequence 
to  a  very  heavy  loss,  far  exceeding  the  value  of  the 
grain.  It  can  require  no  argument  to  convince  any 
one  that  a  sudden  reduction  of  the  value  of  the  whole 
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stock  of  goods  held  by  our  merchants  and  manufac- 
turers must  be  a  wide-spreading  calamity  of  the  most 
distressing  kind,  and  from  which  no  man's  prudence 
can  save  him. 

It  is  a  calamity  at  the  same  time  which  can  only  be 
inflicted  by  our  own  hands;  all  the  world  besides 
could  not  injure  us  in  the  same  manner. 

I  hope  to  be  able  to  show  that  the  object  of  meet- 
ing whatever  claims  other  nations  may  have  upon  us 
may  be  accomplished  on  far  easier  terms,  and  with 
greater  safety  to  the  Bank.  Before  coming,  however, 
to  the  remedies,  we  must  probe  the  wound  a  little 
farther ;  we  must  look  to  the  effects  of  the  operations 
of  the  Bank  in  other  respects  than  merely  the  reduc- 
tion of  prices,  and  we  shall  find  that  these  are  of  a 
still  more  ruinous  character. 

Acting  on  the  principle  of  regulating  the  currency 
by  the  rate  of  the  foreign  exchanges — seeing  these  ad- 
verse, and  a  drain  on  the  coffers  of  gold  in  the  Bank 
— the  directors  proceed  first  to  raise  the  rate  of  inte- 
rest. Although  this  reduces  a  little  the  profit  on  the 
exportation  of  gold,  it  does  not  stop  the  efflux,  be- 
cause the  debt  we  have  contracted  must  be  discharged, 
the  grain  we  have  imported  must  be  paid  for :  how- 
ever, the  Bank  goes  on  to  contract  the  currency  by 
calling  in  its  notes,  by  the  sale  of  government  securi- 
ties, which  reduces  the  price  and  injures  all  the  other 
holders.  The  last  operation  is  the  withholding  its 
usual  discounts  and  loans.  This,  in  city  parlance,  is 
called  "putting  on  the  screw;"  and  a  most  appro- 
priate phrase  it  is :  for  no  instrument  of  torture  has 
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caused  so  much  suffering  as  this  thumb-screw  of  the 
Bank,  As  soon  as  the  Bank  makes  an  announce- 
ment, leaving  out  consols  and  exchequer  bills  from  the 
securities  on  which  it  will  grant  loans,  and  contract- 
ing at  the  same  time  its  limits  in  the  discount  of  pri- 
vate bills,  credit  is  injured,  a  panic  is  raised,  every 
one  looks  with  distrust  on  another ;  mercantile  houses 
are  talked  of  which  before  stood  above  all  suspicion. 

The  trade  of  the  country  is  suddenly  stopped,  and 
hundreds  are  made  bankrupts  without  imprudence  on 
their  own  part :  men  proceeding  in  the  ordinary  rou- 
tine of  their  business,  with  bills  in  their  hands,  which 
at  any  other  time  would  have  enabled  them  to  meet 
their  engagements,  but  under  the  pressure  of  the  screw 
they  are  no  longer  available  for  the  purpose.  In  such 
circumstances  forced  sales  of  goods  have  been  effected 
for  cash  at  a  ruinous  loss  to  the  seller,  the  price  being 
fixed  by  the  buyer;  and  the  injury  does  not  end  here, 
for  these  transactions,  being  on  an  extended  scale,  the 
value  of  goods  generally  is  reduced,  even  in  the  hands 
of  those  who  may  not  be  so  pressed,  but  who  can  no 
longer  effect  sales  without  submitting  to  a  similar  re- 
duction. If  we  could  make  some  approximation  to  an 
exact  estimate  of  the  losses  to  which  the  trading  com- 
munity has  been  thus  subjected  during  the  last  forty 
years  by  the  repeated  application  of  this  Bank  instru- 
ment of  torture,  the  amount  would  be  appalling. 

But  I  shall  be  thankful,  indeed,  if  I  can  be  in  any 
degree  instrumental  in  preventing  such  gratuitous 
mischief  in  future ;  and  I  hope  to  do  so,  because  I 
think  I  can  prove  to  those  who  have  the  direction  of 
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these  affairs  of  high  national  interest  that  up  to  this 
date  their  operations  have  been  unsuccessful  because 
founded  in  error.  That  error  consists  in  the  opinion 
that  prices,  not  cost  of  production,  but  the  exchange- 
able value  of  goods  as  measured  by  money,  the  market- 
price  of  the  day,  depends  on  the  quantity  of  currency 
circulating  at  the  time  in  the  hands  of  the  people.  By 
currency  we  mean,  of  course,  gold,  and  bank-notes 
convertible  into  gold  on  demand.  When  we  have 
cleared  away  the  rubbish  of  this  theory  we  shall  be 
able  to  see  our  way  to  a  better  system. 

I  am  well  aware  that  in  this  attempt  I  have  to  con- 
tend with  very  generally  received  opinions ;  indeed, 
until  very  recently,  no  one  almost  dared  to  doubt  the 
dependence  of  prices  on  the  currency,  nor  the  power 
of  the  Bank  to  do  as  it  might  find  convenient  as  to 
prices,  by  acting  on  the  currency  through  means  of 
its  notes  in  circulation.  This  idea  is  founded  on  the 
principle  of  the  exchangeable  value  of  gold  in  other 
commodities  depending  on  the  quantity  of  gold  in  the 
world  compared  with  all  other  things,  and  on  the  ex- 
tent of  that  portion  of  the  gold  which  is  coined  and 
made  to  perform  the  function  of  measuring  the  value 
of  everything  else  that  is  bought  or  sold  ;  and  the 
paper  part  of  the  currency  of  this  country  being  con- 
vertible into  gold  at  the  will  of  the  holder,  the  whole 
is  to  be  looked  on  as  metallic ;  and  therefore  that,  if 
the  quantity  of  money  in  circulation  be  diminished, 
the  value  of  the  money  will  be  enhanced — any  named 
sum  will  suffice  to  purchase  a  larger  quantity  of  goods  ; 
or,  taking  the  reverse  view,  any  named  quantity  of 
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goods  will  be  purchased  for  less  money  than  before. 
We  see  from  this  that  the  opinion  we  are  contesting 
is  founded  on  sound  principles  as  applied  to  general 
prices,  or,  in  other  words,  to  the  relative  value  of 
gold  and  goods  all  over  the  world.  A  permanent  al- 
teration of  the  relative  quantity  of  gold  over  the  world 
would  certainly  operate  a  change  in  prices  ;  but  the 
supply  of  gold  appears  to  have  been  so  uniform,  that, 
although  the  supply,  and  also  the  consumption  of  it, 
may  be  supposed  to  have  varied,  this  variation  has  not 
been  to  such  extent  as  to  have  had  any  appreciable 
effect  on  prices.  The  quantity  of  goods  in  the  world? 
and  the  amount  in  money  of  the  transactions  in  buy- 
ing and  selling  these  goods,  must  have  greatly  in- 
creased with  the  increase  of  population,  and  with  im- 
provements in  the  arts  of  life  and  the  comforts  of  the 
people ;  and,  if  all  other  matters  had  remained  the 
same,  while  the  work  required  to  be  performed  by  the 
gold  had  so  much  increased,  a  permanent  and  very 
sensible  fall  must  have  taken  place  in  the  price  of 
commodities  as  measured  in  gold.  But  other  matters 
have  not  remained  in  the  same  state  ;  a  substitute  for 
a  large  amount  of  gold  has  been  found  in  paper  money, 
and  banking  has  economised  the  use  of  both  metallic 
and  paper  currency,  so  that  the  supply  of  gold  is  still 
sufficient  for  the  more  extended  functions  it  has  to 
perform.  Now  it  is  evident  that  any  amount  by  which 
the  currency  of  this  country  may  ever  be  contracted 
or  expanded  must  be  so  small  a  fraction  of  the  whole 
gold  circulating  in  the  world,  that,  even  if  the  con- 
traction or  expansion  were  permanent,  general  prices 
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cannot  be  affected  by  it  in  the  very  slightest  imagin- 
able degree.  If  we  were  even  isolated,  cut  off  from 
all  the  rest  of  the  world,  it  would  require  a  much 
more  extensive  operation  on  the  currency  than  the 
Bank  of  England  could  accomplish  to  affect  prices ; 
because  the  transactions  in  this  country,  with  trade  in 
a  healthy  state,  are  on  so  large  a  scale,  that  the  whole 
paper  circulation  of  all  the  banks  is  as  nothing  in  com- 
parison. These  transactions  were  formerly  calculated 
to  amount  to  500,000,000/.  sterling.  But  we  learn 
now,  from  the  Second  Report  of  the  Committee  on 
Banks  of  Issue,  that  this  sum,  large  though  it  be,  falls 
very  far  short  of  the  actual  amount.  In  that  Report, 
amongst  other  very  valuable"  returns,  there  is  one  ex- 
hibiting the  extent  of  business  which  was  transacted 
in  the  clearing-house  in  London,  in  1839,  from  which 
it  appears  that  970,000,000/.  sterling  passed  through 
that  house  in  that  single  year  ;  and  that  66,000,0007. 
sterling  was  all  the  circulating  medium  required  in 
settling  the  balances;*  and  there  can  be  no  doubt 

*  66,000,000/.  is  a  large  sum,  but  we  must  recollect  that  this  was 
the  aggregate  amount  of  the  payments  during  the  whole  year.  If  we 
take  the  heaviest  month  of  the  year,  which  was  January,  we  find  the 
whole  sum  of  notes  used  in  the  clearing-house  in  that  month  was 
6,348, 500/. ;  being,  on  the  twenty-seven  days  of  business,  235, 129/. 
each  day;  and  that  sum  of  235, 129/.  is  the  whole  amount  of  Bank- 
of-England  notes  required  to  keep  going  these  immense  operations, 
because  the  notes  were  returned  every  night  to  strong  rooms  of  the 
respective  banks,  from  which  they  were  retaken  to  repeat  the  process 
on  every  succeeding  morning ;  and,  as  twenty-seven  banks  exchange 
their  bills  and  cheques  in  the  clearing-house,  8,708/.  is  all  that  is 
requisite  for  each  of  them  to  reserve  in  order  to  keep  this  immense 
machine  in  work.  There  can  be  no  better  illustration  of  the  effect  of 
banking  in  economising  currency. 
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that  these  bankers  could  have  settled  the  balances  by 
cheques  on  the  Bank  of  England  or  exchequer-bills, 
without  the  intervention  of  either  gold  or  paper  cur- 
rency. 

What  possible  effect,  then,  can  the  tampering  with 
the  currency  have  ou  prices,  when  the  great  bulk  of 
the  transactions  of  trade  are  settled  without  its  inter- 
vention ?  We  must  recollect,  at  the  same  time,  that 
neither  the  Bank  of  England,  the  private  banks  in  the 
West  End,  nor  the  joint-stock  banks,  exchange  their 
paper  in  the  clearing-house. 

The  addition  to  the  aggregate  of  business  finally 
adjusted  in  the  metropolis  would  be  very  large,  if  we 
had  also  a  return  of  the  business  done  by  these  banks : 
but,  besides  all  this,  there  is  a  large  part  of  the  buying 
and  selling  over  the  whole  kingdom  which  is  settled 
in  the  provinces,  and  knows  nothing  of  the  clearing- 
house. We  have  no  means  of  estimating  what  these 
additions  to  the  trade  of  the  country  would  amount 
to,  but  it  must  be  obvious  that  the  contraction  or  ex- 
pansion of  the  currency,  the  fluctuations  in  which  do 
not  exceed  10,000,000/.  sterling,  can  have  no  influ- 
ence on  the  prices  of  commodities  in  which  business 
is  done  to  the  amount  of  900,000,0007.,  and  in  which 
the  business  is  so  conducted  as  to  be  independent  of 
any  other  circulating  medium  than  the  bills  of  ex- 
change by  which  it  is  represented. 

This  is  unanswerable;  but  still  I  shall  not  leave 
the  matter  to  be  judged  of  by  these  general  state- 
ments. I  shall  now  bring  historical  proof  of  prices 
both  rising  and  falling  in  the  very  opposite  direction 
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from  what  they  must  have  done  if  there  had  been 
any  truth  in  the  theory  of  their  depending  at  all  on 
the  state  of  the  currency.  For  this  purpose  I  refer 
first  to  "  Tooke' s  History  of  Prices,"  which  I  can  re- 
commend in  the  strongest  manner  as  a  most  mas- 
terly work  on  a  very  difficult  and  very  interesting 
subject,  most  particularly  interesting  to  every  one 
connected  in  any  way  with  trade,  or  with  the  great 
staple  productions  of  our  soil  or  our  manufactures  : 
every  practical  man  who  takes  a  comprehensive  view 
of  the  influence  by  which  his  undertakings  may  be 
affected,  the  statesman  also,  and  the  political  eco- 
nomist, will  all  feel  their  obligations  to  Mr.  Tooke  for 
the  information  he  lays  before  them ;  and  with  all 
these  classes  this  work  will  form  a  valuable  text-book. 

Mr.  Tooke  steers  his  way  with  admirable  judgment 
through  all  the  intricacies  of  the  causes — often  most 
disturbing — by  which  prices  have  been  affected  during 
the  last  fifty  years. 

He  takes  a  view  of  the  principal  causes  to  which 
the  phenomena  are  to  be  referred  of  the  high  prices 
observable  between  1792  and  1819,  and  the  com- 
paratively low  prices  from  1819  to  the  present  time. 
He  considers  these  with  reference,  first,  to  the  variety 
of  the  seasons ;  secondly,  to  the  war ;  thirdly,  to  the 
currency. 

He  states  the  effect  of  these  separately,  in  divisions 
of  years,  not  in  regular  periods  of  the  same  number  of 
years,  but  varying  in  that  respect  according  to  cir- 
cumstances. I  do  not  think  it  necessary  to  follow 
Mr.  Tooke  through  this  detail,  which  however  is 
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quite  satisfactory.  The  effects  of  the  seasons  and  of 
the  war  form  the  main  elements  of  the  extraordinary 
variations  of  prices  which  took  place  during  this 
period,  resolving  themselves  into  the  natural  and  ac- 
knowledged effect  of  the  relative  proportions  of  supply 
and  demand ;  and  the  able  manner  in  which  the 
history  of  the  country  is  considered,  in  reference  to 
the  subject  of  prices  during  this  most  eventful  period, 
will  amply  reward  whoever  peruses  the  work.  I 
must  except,  however,  from  this  commendation  the 
view  which  Mr.  Tooke  takes  of  the  effect  of  the 
present  corn-laws  on  the  prices  of  grain.  I  differ 
from  him  altogether  as  to  that  part  of  his  subject ; 
but  I  must  limit  myself  to  the  currency,  my  object 
being  to  show  that  the  theory  of  prices  depending 
on  the  expansion  or  contraction  of  the  currency  is 
founded  in  erroneous  views,  which  are  not  borne  out 
by  the  comparative  returns  of  the  currency  and  of 
the  state  of  the  exchanges  and  the  prices  at  corre- 
sponding dates.  For  this  purpose  I  refer,  in  the  first 
place,  to  the  following  table,  taking  Mr.  Tooke's  first 
period,  from  1793  to  1798. 


European  Produce. 

Colonial  Produce. 

Bank 

Date. 

of 
England 

Wheat. 

Flax. 

Tallow. 

Timber. 

Coffee. 

Sugar 

Cotton. 

Tobacco. 

Notes. 

Pei- 
Quarter. 

Per 
Ton. 

Per 

Ton. 

Per 
Load. 

Per  Cwt. 

Ppr  Cwt. 

Per  Lb. 

Per  Lb. 

Feb.  1793 

Feb.  1794 

Aug.  ,, 

11,006,300 
10,865,050 

10,286,780 

54s.  Id.  } 
45s.     I 
52s.     ( 
56s.    J 

£28 
to 
£32 

£38 
to 
£39 

43s.  | 

77s. 
to 
95s, 

32s. 
to 
58s. 

Is.  Id. 
to 
Is.  4d. 

3d. 
to 
5d. 

Feb.  1795 
Aug.  „ 

14,017,510 
10,862,200 

55s.  Id.  i 
Its.  2d.  \ 

£54 

£78 

80s.  ^ 

Feb.  1796 
Aug.    „ 
Feb.  1797 
Aug.    „ 

9,246,790 
9,674,780 
11,114,120 

100s.    ( 
60s.     ) 
June,50s.  \ 
Oct.  60s.  | 

£57 

£44  to 
£45 

to 
£80 

£46  to 

£47 

50s.  to 
55s. 

186s. 
to 

62s. 
to 

3s.  6d. 

to 

Hid. 
to 

Feb.  1798 

50s. 

196s. 

87s. 

4s.  6d. 

Is.  4d. 

Aug.  „ 

12,180,610 

51s.  3d. 

Nov.  „ 

• 

47s.  lOd. 

* 
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All  the  variations  in  the  above  table  of  prices  ex- 
hibit an  entire  defiance  of  t.he  effect  of  the  variations 
of  the  currency.  During  the  two  first  years,  1793 
and  1794,  the  whole  of  the  articles  named  were  at 
rather  a  moderate  price,  with  a  circulation  of  bank- 
notes averaging  10,500,0007. ;  in  the  beginning  of 
1795  the  circulation  was  increased  to  14,000,0007., 
without  any  effect  on  the  price  of  wheat  or  the  other 
home  productions ;  European  and  colonial  produce 
had  both  advanced,  from  causes  arising  out  of  the 
state  of  war.  But  the  currency  must  have  acted  on 
all  articles  equally  if  it  acted  at  all.  By  autumn, 
1795,  the  circulation  was  reduced  from  14,000,0007. 
to  10,862,0007.,  which  ought,  according  to  rule,  to 
have  depressed  prices  exceedingly,  but  they  continued 
to  rise  rapidly,  and  there  was  no  exception :  all  kinds 
of  American  and  home  produce,  all  European  and  all 
colonial  articles,  we  see  rose  to  an  unprecedented 
height.  In  spring,  1796,  the  price  of  wheat  was 
100^.  the  quarter,  with  a  still  further  reduced  amount 
of  currency ;  but  by  August,  1796,  the  price  fell  to 
60*.,  with  a  circulation  of  only  9,200,0007.,  while  all 
foreign  and  colonial  produce  was  as  high  as  ever. 

In  1797  the  circulation  is  still  very  low,  the  average 
of  the  year  being  only  10,400,0007.,  but  the  prices  of 
all  British  and  European  produce  continued  falling, 
without  any  reduction  in  the  prices  of  colonial  pro- 
duce. In  1798,  with  a  greatly  increased  circulation, 
articles  of  home  growth  continued  falling,  till  in  the 
end  of  that  year  they  were  as  low  as  in  1792 ; 
European  produce  remained  as  in  1797,  being  lower 
than  in  1795  and  1796,  but  very  much  higher  than 
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at  the  commencement  of  the  period  in  1793,  while  all 
colonial  articles  kept  their  highest  limits. 

We  have  then  the  prices  of  these  great  classes  of 
commodities,  namely,  British,  Foreign,  European,  and 
Colonial,  rising  and  falling  in  a  manner  utterly  de- 
structive of  the  theory  of  prices  depending  on  the 
currency,  because  we  see  the  whole  of  them  rising  in 
the  face  of  the  most  severe  Bank  restriction,  British 
and  European  afterwards  falling  in  defiance  of  a  great 
expansion  in  the  circulation,  while  the  produce  of 
the  colonies  remained  unmoved. 

These  anomalies  could  have  had  no  existence  if 
the  state  of  the  currency  had  been  the  moving  power, 
as  from  that  one  cause  all  must  have  been  operated 
upon  in  exactly  the  same  manner — all  must  have 
risen  in  some  degree  or  fallen  in  some  degree  at  the 
same  time ;  instead  of  which  we  see  some  rising, 
some  falling,  and  at  one  time  all  rising  at  the  moment 
of  the  greatest  contraction  of  the  currency,  when 
they  ought  all  to  have  fallen,  according  to  the  cur- 
rency theory. 

We  now  come  to  consider  another  class  of  pub- 
lications in  corroboration  of  those  views,  namely,  the 
Reports  of  the  Committee  on  Banks  of  Issue.  These 
reports  contain  a  mass  of  most  valuable  information 
in  the  various  returns  they  have  furnished,  for  which 
the  public  is  very  deeply  indebted  to  this  committee ; 
and  besides  these  the  information  given  by  the  able 
men  who  were  examined,  and  the  practical  and  also 
the  speculative  opinions  brought  to  light,  are  most 
interesting  to  all  who  concern  themselves  with  such 
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matters ;  and  they  are  arranged  with  an  index  to 
each  report,  and  an  analysis  of  the  evidence  of  each 
witness,  which  renders  them  of  easy  reference.  We 
appreciate  our  obligations  for  all  this,  under  a  due 
sense  of  the  labour  it  must  have  occasioned,  more 
particularly  to  the  chairman  of  the  committee. 

In  the  first  report  we  have  the  evidence  of  Mr. 
Samuel  Jones  Loyd  and  Mr.  George  Warde  Norman, 
in  which  they  recommend  a  Central  Bank  of  Issue 
for  the  whole  kingdom,  as  the  efficient  remedy  for  all 
our  monetary  difficulties.  I  shall  defer  the  notice 
of  that  theory  to  the  consideration  of  the  remedial 
measures  I  shall  have  to  recommend,  my  present 
object  being  to  prove  the  error  of  the  existing  system, 
by  which  the  mercantile  credit  of  the  country  is  made 
to  depend  on  the  state  of  the  foreign  exchanges. 

The  examination  of  the  witnesses  called  before  a 
committee  of  this  kind  is  conducted  in  a  manner  so 
desultory  and  unconnected,  as  must  be  most  vexatious 
to  them,  and  Mr.  Jones  Loyd  complains  of  it,  and 
points  out  most  forcibly  the  inconveniences  arising 
from  it.  This  renders  it  impossible,  within  the  neces- 
sary bounds  of  a  Review,  to  quote  much  of  the  actual 
words  of  the  evidence. 

We  must  limit  ourselves,  therefore,  to  an  abstract  of 
what  bears  particularly  on  our  present  subject. 

The  evidence,  in  this  view,  of  Mr.  Rodwell  of  Ips- 
wich, is  most  interesting.  He  details  fully  the  state 
of  banking  in  that  district,  comprising  the  counties  of 
Essex,  Suffolk,  and  Norfolk,  in  which  it  appears  that 
the  business  has  been  conducted  in  a  manner  totally 
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irrespective  arid  independent  of  all  the  varying  opera- 
tions of  the  Bank  of  England,  and  they  have  in  con- 
sequence been  uninfluenced  by  the  storms  and  panics 
which  have  visited  all  who  have  come  within  the 
sphere  of  its  operations ;  and  this  is  not  merely  during 
the  few  last  years,  but  during  the  trying  vicissitudes 
of  a  century.  Mr.  Rodwell's  evidence  in  connection 
with  our  present  argument  must  have  startled  some  of 
the  members  of  the  committee,  as  the  style  of  their 
questions  shows  how  much  they  were  under  the  delu- 
sion of  prices  depending  on  the  currency.  He  takes 
the  sounder  view,  and  reverses  the  process.  See  his 
reply  to  questions  777,  778,  and  779 : — 

"  777.  The  chairman  asked  you  whether  you  thought  that 
the  rise  in  prices  which  occurred  between  1834  and  1836  could 
have  taken  place  if  there  had  not  been  an  increased  amount 
of  circulation;  you  stated  that  you  thought  it  could  not: 
was  that  your  answer? — The  question,  as  I  understood  the 
chairman  to  put  it,  was  this  :  whether,  but  for  the  increased 
circulation  of  country  issues,  such  a  rise  could  have  taken 
place  :  the  answer  that  I  gave,  or  intended  to  give,  was,  that 
the  rise  preceded  the  increased  circulation,  and  that  to  say 
that  the  circulation  increased  the  prices  was,  in  my  view, 
substituting  effect  for  cause. 

"  778.  You  have  just  stated  that  you  imagine  that  the  in- 
crease of  circulation  is  dependent  on  a  preceding  rise  of 
prices ;  you  have  stated  further,  that  you  do  not  conceive 
that  that  circulation  having  been  so  taken  out  has  a  ten- 
dency to  continue  that  rise  of  prices  ? — I  think  it  has  not. 

te  779.  You  mean  that,  when  natural  causes  produced  a 
fall  of  prices,  the  circulation  would  immediately  return  ? — 
I  think  the  circulation  would  sympathise  with  the  causes 
that  increased  the  circulation  in  the  one  case  and  depressed 
it  in  the  other,  and  that  it  would  not  operate  independently 
in  either  case." 
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My  readers  will  .understand  Mr.  Rodwell's  opinion 
when  they  consider  the  effect  of  a  state  of  confidence 
and  high  credit,  when  a  full  tide  of  business  is  flow- 
ing, and  goods  rapidly  changing  hands :  prices  have 
then  always  a  tendency  upwards ;  and  to  carry  on  an 
increased  number  of  transactions,  and  at  increased 
prices,  a  greater  amount  of  circulation  is  called  for. 
This  is  the  natural  effect  of  business  on  the  circula- 
tion ;  but  the  received  opinion  is,  that  a  stimulus  is 
given  to  business,  and  prices  raised  by  every  extension 
of  the  circulation.  Here  lies  the  great  error  which  we 
wish  to  demolish  ;  the  truth  being,  that  prices  depend 
chiefly  on  the  relations  of  supply  and  demand, 
although  also  influenced  by  the  action  of  credit,  which 
creates  a  speculative  demand,  in  addition  to  the  de- 
mand for  consumption — credit  being  at  the  same  time 
dependent  on  capital,  or  confidence  in  the  existence  of 
capital ;  and  these  are  the  real  stimulants  to  trade, 
circulation  being  called  into  operation  by  their  acti- 
vity, and  depending  upon  them  and  the  rate  of  prices, 
not  they  upon  it.  The  opinions  we  now  state  are  also 
asserted  by  Mr.  Gilbart,  in  his  evidence  before  the 
committee. 

We  shall  have  afterwards  to  refer  to  Mr.  Rodwell 
on  another  point,  and  proceed  now  to  consider  Mr. 
Blair's  evidence  before  the  committee,  as  given  in  the 
Second  Report. 

Mr.  Blair  is  treasurer  of  the  Bank  of  Scotland,  and, 
ex  officio,  fills  the  most  prominent  position  in  the 
banking  of  that  country,  acting  as  convener  of  the 
whole  of  these  establishments.  His  known  talents 
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and  great  experience  make  his  evidence  very  inte- 
resting, and  especially  to  those  who,  knowing  his  pri- 
vate worth  of  character,  feel  disposed  to  lean  with 
confidence  on  whatever  he  states. 

Taking  Mr.  Blair's  evidence  and  his  pamphlet 
together,  we  have  a  most  complete  view  of  the  whole 
banking  matters  of  Scotland,  with  sound  replies  to 
many  theoretical  questions  regarding  the  general 
monetary  affairs  of  the  kingdom.  He  concurs  with 
Mr.  Rodwell  in  the  opinion  that  circulation  does  not 
affect  prices,  but  that  loans  and  discounts  do,  by  en- 
couraging a  speculative  trade.  It  appears,  also,  from 
Mr.  Blair's  evidence,  as  well  as  that  of  the  other  wit- 
nesses from  Scotland,  that  the  banks  there  do  not 
restrict  their  accommodations  to  the  public  according 
to  the  variations  of  the  bullion  in  the  Bank  of  England; 
on  the  contrary,  that  they  support  credit  in  seasons  of 
difficulty,  but  that  they  are  scarcely  at  all  affected  by 
any  pressure  in  the  money-market  in  London,  and  a 
slow  and  reluctant  rise  in  the  rate  of  interest  is  the 
only  way  in  which  they  respond  to  the  movements  of 
the  Bank  of  England. 

At  present  I  shall  quote  very  shortly  from  Mr. 
Blair's  evidence,  and  only  in  reference  to  my  imme- 
diate object : — 

"  Question  1819.  Do  you  conceive  that  the  conduct  of  the 
bankers,  independently  of  the  regulation  of  their  issues,  pro- 
duces any  great  effect  upon  prices  ? — I  conceive  that  loans 
and  discounts,  the  action  of  capital,  may  produce  an  effect 
upon  prices. 

"  1820.  That,   of  course,   is   influenced  by    the    mode  in 
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which  the  banks  make  those  advances  to  their  customers  ?— 
Yes. 

"  1821.  In  what  way  do  loans  and  discounts  affect  prices 
when  the  circulation  does  not  affect  them  ?— Loans  and  dis- 
counts affect  prices  by  causing  competition.  By  regulating 
loans  and  discounts  you  regulate  circulation;  but  by  regu- 
lating circulation  you  do  not  regulate  loans  and  discounts." 

We  have  now  endeavoured  to  prove  that  the  received 
opinion  of  prices  depending  on  the  currency  is  erro- 
neous, and  therefore  that  the  action  of  the  Bank  of 
England  in  contracting  the  currency  can  have  no 
effect  in  correcting  an  adverse  state  of  the  foreign 
exchanges. 

The  question  comes,  then,  on  what  principle  are  the 
sudden  variations  in  prices  and  the  violent  convulsions 
in  trade  by  which  this  kingdom  has  been  visited  to  be 
accounted  for? 

I  have  no  difficulty  in  pointing  out  the  chief  sources 
in  which  these  calamities  have  had  their  origin ;  and 
I  hope  also  to  point  out  some  practicable  remedy, 
otherwise  my  present  labour  is  fruitless. 

Prices  of  commodities  naturally  depend  altogether 
on  the  relation  of  the  supply  to  the  demand.  But  in 
the  artificial  condition  of  a  great  mercantile  country, 
another  element  enters  into  the  question  quite  apart 
from  the  consideration  of  the  demand  and  of  the 
capital  necessary  to  bring  forward  the  supply,  namely 
credit.  Very  different  views  have  been  taken  of  the 
influence  of  this  powerful  agent.  Some  place  the 
influence  of  capital  high  above  that  of  credit.  In  one 
respect  this  pre-eminence  must  be  admitted,  because 
credit  must  be  based  on  capital.  Without  capital,  or 
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confidence  in  the  existence  of  capital,  you  can,  in 
general,  have  no  credit ;  but  still  capital  depends  on 
credit  for  its  active  transference  from  hand  to  hand, 
and  its  rapid  distribution  through  all  grades  of  society 
in  a  healthy  state  of  trade.  This  is  easily  explained. 
A  merchant  in  Liverpool  imports  a  parcel  of  cotton  ; 
he  is  drawn  upon,  and  accepts  a  bill  at  sixty  days  after 
sight  for  the  amount  of  the  invoice.  Here  we  have 
the  capital  of  the  foreign  shipper  in  the  first  place,  and 
of  the  importer  paying  the  freight  and  all  other  charges 
as  the  base  of  all  that  follows.  The  importer  sells  to 
the  twist-mills  of  Manchester,  and  he  has  their  bills 
for  the  original  cost,  the  freight  and  all  charges,  and 
his  own  profit.  In  the  hands  of  the  Manchester  cot- 
ton-spinner the  cotton  very  soon  comes  out  in  the 
character  of  twist,  and  is  sold  to  the  manufacturers  for 
the  price  it  is  now  worth.  The  manufacturer  sells  to 
the  printer,  and  has  his  bill.  The  printer  stamps  an 
additional  value  upon  it,  and  it  becomes  calico  gown- 
pieces,  &c.  &c.  &c. ;  in  this  form  he  sells  to  the  ware- 
houseman, taking  his  bill  for  the  further  increase  of 
value. 

The  warehouseman  sells  to  the  retail  shopkeepers 
in  London  or  Bath,  and  although  nothing  is  really 
added  to  the  value  of  the  commodity  in  passing  through 
his  hands,  another  set  of  bills  are  called  into  being ; 
so  we  have  six  separate  sets  of  bills,  all  in  circulation 
it  may  be  at  the  same  moment,  and  at  last,  being  dis- 
counted, each  in  succession  becomes  the  means  of 
paying  off  its  predecessor.  At  every  stage  of  the 
progress  of  the  history  of  this  parcel  of  cotton  an  in- 
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creased  value  is  given,  and  each  of  the  parties  most 
assuredly  has  considerable  funds  invested  in  their 
different  manufactories  and  warehouses,  besides  some 
necessary  floating  capital. 

Capital,  therefore,  forms  the  basis  of  the  trade  of  the 
country  ;  as  almost  every  one  article,  whether  imported 
or  the  produce  of  our  own  soil,  goes  through  something 
of  a  similar  course  of  varied  manufacture  such  as  we 
have  described  in  regard  of  cotton,  receiving  an  in- 
creasing value  at  each  step,  and  leaving  a  fair  living 
profit  with  every  one  whose  hands  it  has  passed 
through.  Silk,  wool,  flax,  hemp,  iron,  all  go  through 
the  same  kind  of  process ;  and,  in  short,  all  the  mul- 
titude of  things  required  by  a  people  in  a  very  advanced 
state  of  civilisation,  to  clothe  and  feed  their  persons, 
furnish  their  houses,  and  supply  all  that  their  fancies 
can  imagine  to  contribute  to  their  enjoyment,  afford 
the  means  of  the  reproductive  labour  and  industry  of 
all  classes. 

In  the  healthy  state  of  the  trade  of  the  country 
which  we  are  now  supposing,  all  classes  are  fully  and 
beneficially  employed,  and  there  is  no  complaining- 
heard  in  our  streets.  We  shall  leave  to  the  theorists 
who  espouse  the  opposite  side  of  the  question  to  decide 
whether  we  may  be  most  indebted  to  capital  or  to 
credit  for  these  benefits.  All  we  need  say  is,  that 
without  capital  we  could  have  no  confidence  on  which 
to  found  credit,  and  without  credit  capital  would  be 
inoperative ;  they  are  mutually  dependent  on  each 
other  for  the  benefits  they  confer  on  the  community. 
Credit  is  sometimes,  nay,  we  believe  often,  given 
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where  it  is  known  that  no  capital  exists :  it  is  then 
founded  on  confidence  in  the  skill,  industry,  and  in- 
tegrity of  the  individual  thus  trusted.  And  in  this 
country,  where  the  high  road  of  prosperity  is  open  to 
all,  many  ample  fortunes  have  been  raised  on  this 
foundation ;  and  we  trust  the  moral  character  of  our 
people  will  continue  to  justify  the  confidence  thus 
placed  in  them,  and  that  many  may  raise  themselves 
to  independence  on  the  credit  thus  afforded  them, 
which  forms  all  their  capital  at  the  time,  but  which  is 
often  the  foundation  of  realised  wealth.  And  there  is 
no  imprudence  on  the  part  of  bankers  or  capitalists, 
who  live  by  lending,  in  giving  credit  in  a  prudent 
manner  on  this  apparently  imaginary  capital,  because 
the  skill  and  the  industry  and  general  worth  and  in- 
tegrity of  character  afford  a  better  ground  of  confidence 
than  capital  without  these  characteristics. 

I  return,  then,  to  account  for  the  violent  alternations 
in  prices  to  which  the  country  has  of  late  years  been 
frequently  subjected.  I  have  said  that,  naturally, 
prices  depend  on  the  relations  of  supply  and  demand. 
In  so  far  as  respects  the  produce  of  our  manufactures, 
these  are  greatly  influenced  by  the  varying  condition 
of  the  countries  to  which  we  are  in  the  habit  of  ex- 
porting, and  by  the  extent  of  our  manufacturing  power, 
which  is  ever  pressing  to  a  glut  both  in  the  foreign 
and  home  markets.  It  is  under  circumstances  of  diffi- 
culty, whether  arising  from  over-trading,  from  deficient 
crops,  from  war,  or  any  other  cause,  that  the  most  im- 
portant functions  and  beneficial  effects  of  all  banks, 
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more  especially  of  the  Bank  of  England,  ought  to  be 
felt  in  the  support  of  trade.  But,  unfortunately,  the 
action  of  the  Bank  on  credit  invariably  aggravates 
our  difficulties,  from  whatever  cause  they  may  have 
arisen.  The  contraction  of  the  circulation  does  not 
reduce  prices,  but  the  manner  in  which  this  contraction 
is  brought  about  is  a  very  different  thing,  and  is  essen- 
tially an  action  on  credit,  and  has  often  affected  not 
only  prices,  but  the  value  of  property  generally,  to  a 
ruinous  extent: 

In  a  healthy  state  of  trade,  the  rapid  transmission  of 
property  is  to  an  extent  almost  inconceivable;  but 
while  this  is  proceeding  profitably  and  prosperously, 
there  comes  a  check  of  some  kind,  and  a  drain  on  the 
gold  of  the  Bank  ;  the  directors  become  alarmed,  and 
the  whole  picture  is  reversed  :  the  screw  is  applied, 
and  at  once  the  capital,  which  was  before  rapidly  and 
profitably  changing  hands,  becomes  as  fixed  as  the 
warehouses  in  which  it  is  deposited.  Sales  can  no 
longer  be  made  unless  at  ruinous  prices,  and  bills  can 
no  longer  be  discounted  even  for  the  sales  previously 
made. 

We  have  considered  this  as  arising  from  an  import- 
ation of  grain  to  supply  deficient  harvests,  and  we 
have  shown  that  the  measures  resorted  to  under  the 
pressure  of  that  calamity  have  greatly  aggravated  the 
evil.  But  a  similar  effect  has  often  arisen  from  very 
different  causes. 

We  have  had  drains  on  the  gold  of  the  Bank  from 
the  financial  measures  of  other  countries,  from  loans 
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in  the  different  states  of  Europe,  to  take  advantage  of 
which  our  capitalists  have  transported  gold  in  great 
quantities  from  England. 

We  have  had  above  thirty  millions  sterling  invested 
in  the  state  stocks,  canals,  banks,  and  railways  of  Ame- 
rica, each  in  its  turn  making  a  drain  on  the  coffers  of 
the  Bank  of  England  ;  and  it  appears  very  hard  that 
the  industrious  classes  of  England  should  be  put  in 
peril,  and  subjected  to  the  heavy  loss  of  a  reduction  in 
the  value  of  their  whole  property  in  goods  from  such 
causes'. 

Under  such  circumstances,  however,  the  effect  of 
the  measures  of  the  Bank  for  its  own  safety  has  been 
a  most  influential  cause  of  the  violent  convulsions  in 
the  trade  of  this  country,  because  although  directed 
in  the  first  instance  to  the  currency,  the  action  of  the 
Bank  has  been  essentially  on  general  credit — it  would 
otherwise  have  been  inoperative  and  unfelt. 

It  may  perhaps  be  argued,  that,  provided  prices 
were  reduced,  it  is  of  little  moment  to  which  mode  of 
action  we  ascribe  it,  whether  on  the  currency  or  on 
credit. 

But  we  cannot  suppose  that  mercantile  men  of  the 
high  class  composing  the  Board  of  the  Bank  of  Eng- 
land would  make  up  their  minds  to  effect  the  object 
of  such  a  fall  in  prices  as  would  be  necessary  for  the 
purpose  of  turning  the  exchanges  through  the  means 
of  a  general  panic  in%  trade.  We  believe  that  the  idea 
of  the  fulfilment  of  their  duty  in  expanding  or  con- 
tracting the  currency  according  to  the  state  of  the 
foreign  exchanges  has  made  them  shut  their  eyes  to 
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the  consequences  of  the  means  by  which  they  endea- 
voured to  effect  that  object. 

In  these  consequences  we  are  not  to  consider  only 
the  ruin  brought  on  many  prosperous  establishments 
in  trade  and  manufacture,  and  the  misery  to  which 
previously  affluent  families  have  been  suddenly  re- 
duced, but  we  must  recollect  the  effect  on  the  opera- 
tive manufacturers ;  a  panic,  from  whatever  cause  it 
may  arise,  involves  the  suspension  for  a  time  of  their 
sources  of  existence.  Mills  and  manufactories  of  all 
kinds  are  put  on  short  work,  many  of  them  cease 
working  entirely,  and  the  change  to  the  poor  work- 
men is  from  wages  barely  sufficient  to  maintain  their 
families  to  absolute  want  of  the  means  of  subsistence. 
We  repeat,  then,  that  it  is  very  hard  that  our  people 
should  be  subjected  to  such  calamities  from  causes 
over  which  they  have  no  control,  and  from  which  no 
prudence  can  save  them,  but  from  which  I  hold,  and 
I  hope  to  show,  that  they  may  be  protected. 

I  must,  first,  however,  in  illustration  of  the  whole 
subject,  take  some  further  notice  of  the  crisis  we  have 
lately  passed  through  in  consequence  of  large  import- 
ations of  grain  to  supply  the  deficiencies  of  the  crops 
of  1837  and  1838. 

The  history  of  what  took  place  during  that  crisis  is 
most  instructive  and  demands  particular  attention, 
and  the  events  of  that  period  will  fully  vindicate  the 
principle  I  have  asserted,  that  prices  do  not  depend 
on -the  expansion  or  contraction  of  the  currency,  and, 
therefore,  that  the  action  of  the  Bank  on  credit,  with 
the  view  of  reducing  prices,  is  an  unnecessary  and 
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gratuitous  injury  to  trade,  which  is  totally  ineffectual 
for  the  purpose  intended. 

Before  the  restrictions  of  the  Bank  to  which  we 
now  allude  commenced,  the  business  of  the  country 
was  proceeding  in  a  very  satisfactory  manner,  with- 
out any  approach  to  overtrading,  rather  the  contrary, 
for  credit  had  not  yet  recovered  from  the  alarm  of 
the  pressure  in  1836,  which  had  its  origin  in  the 
mismanagement  of  some  joint-stock  banks  in  England 
and  Ireland,  and  in  the  overtrading  of  some  great 
American  houses  in  London. 

During  the  summer  and  autumn  of  1838,  how- 
ever, business  on  the  whole  was  in  a  healthy  state, 
and  progressively  improving,  the  only  anxiety  felt 
being  about  the  produce  of  the  harvest,  that  of  1837 
having  been  below  an  average  one ;  and  as  soon  as  it 
was  known  that  the  crop  of  1838  was  very  deficient, 
and  that  foreign  grain  to  a  large  amount  must  be 
imported,  a  change  was  felt, — the  first  act  of  a  new 
scene  in  the  drama  commenced. 

It  was  not  until  the  month  of  May,  1839,  that  the 
continued  drain  on  their  coffers  induced  the  directors 
of  the  Bank  of  England  to  raise  the  rate  of  interest, 
in  order  to  make  the  exportation  of  gold  less  pro- 
fitable. This  was  quite  right,  but  there  was  an  incon- 
sistency in  their,  at  the  same  time,  encouraging  trade 
and  speculation,  by  rather  extending  their  discounts 
and  loans.  This  they  continued  till  September,  1839, 
when  they  altered  their  course  in  a  sudden  and  vio- 
lent manner.  Interest  of  money  was  raised  by  the 
Bank  by  successive  steps  to  6  per  cent.,  while  dis- 
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counts,  and  accommodations  of  every  kind,  were 
restricted.  In  short,  according  to  the  technical  ex- 
pression, the  screw  was  applied  in  the  severest  man- 
ner, and  a  complete  panic  was  the  consequence. 

This  was  done  for  the  double  purpose  of  reducing 
the  amount  of  bank  notes  for  which  gold  could  be 
demanded,  and  of  forcing  such  a  reduction  of  the 
prices  of  goods  as  would  induce  a  large  export,  and 
thereby  turn  the  scale  of  the  foreign  exchanges. 

These  proceedings  were  in  accordance  with  the 
rule  laid  down  for  the  government  of  the  Bank  in 
such  circumstances,  by  the  high  and  authoritative 
opinions  of  the  statesmen  and  first  bankers  and  poli- 
tical economists  of  the  day.  It  would  be  unreason- 
able, therefore,  to  charge  the  Bank  of  England  with 
the  responsibility  of  not  having  struck  out  a  new 
line  independent  of  all  these  opinions. 

We  shall  see,  at  the  same  time,  that  all  their  mea- 
sures were  unavailing  for  the  purposes  intended. 
The  Bank  having  applied  the  screw  in  such  a  man- 
ner as  to  raise  a  complete  panic  in  the  country,  all 
men  looked  for  the  usual  result,  in  a  great  fall  in 
the  price  of  commodities,  but  that  was  counteracted 
by  an  influence  which  had  not  been  taken  into  con- 
sideration so  much  as  its  importance  deserved ; 
namely,  the  change  in  the  usury  laws. 

Simultaneous  with  the  renewal  of  the  charter  of 
the  Bank  of  England,  in  1833,  the  usury  laws  were 
in  so  far  relaxed,  that  interest  above  5  per  cent, 
might  be  charged  on  mercantile  bills  at  three  months' 
date :  this  has  since  been  further  extended  to  six 
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months.  But  still,  from  long  practice,  there  was  a 
feeling  in  the  country  which  attached  the  character 
of  usury,  in  an  invidious  sense,  to  any  charge  for 
interest  above  5  per  cent. :  there  was  an  idea  of  a 
sort  of  prescriptive  right  to  borrow  at  that  rate  if 
money  were  to  be  had.  The  Bank  of  England  was 
the  first  to  set  the  example  of  openly  setting  aside 
this  sort  of  prescriptive  rate,  and  opinions  differ  much 
as  to  the  beneficial  or  injurious  effects  of  the  mea- 
sure, and  although  strong  opinions  are  expressed  on 
both  sides,  it  will  remain  a  doubtful  question. 

The  money-market  had  become  very  tight,  ac- 
cording to  the  common  mode  of  expressing  the 
matter  :  still,  the  said  tightness  was  only  as  to  the 
price  to  be  paid  for  the  use  of  money  ;  any  man  of 
ordinary  credit  could  get  it  who  was  willing  to  pay 
for  it. 

The  action  of  the  Bank  on  the  circulation,  on  dis- 
counts, and,  consequently,  on  credit,  was  with  the 
view  of  reducing  prices,  and  thereby  righting  the  ex- 
changes by  a  forced  export  of  goods,  in  order  to  stop 
the  export  of  gold  ;  but  the  consequences  prove  that 
they  did  not  foresee  the  effect  of  their  own  measures, 
nor  the  influence  of  the  relaxation  of  the  usury  laws, 
of  which  they  had  availed  themselves. 

The  result  was,  that  although  the  price  of  money, 
in  other  words  the  interest  to  be  paid  for  the  use  of  it, 
was  nearly  doubled,  the  price  of  commodities  was  not 
reduced. 

We  have  seen  before,  in  what  we  have  stated,  and 
in  the  tables  we  have  given,  that  prices  frequently 
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took  a  direction  the  very  opposite  to  what  the  action 
of  the  Bank  on  the  currency  would  have  given,  if  the 
theory  had  been  sound — of  prices  depending  on  the 
state  of  the  currency ;  but  in  these  instances,  war  and 
its  disturbing  effects  combined  with  the  relations  of 
supply  and  demand  to  counterwork  the  action  of  the 
Bank. 

In  the  case  now  under  our  consideration,  the  crisis 
of  1839  and  1840,  we  were  in  a  state  of  peace,  if  not 
with  all  the  world,  at  least  with  all  Europe  and 
America.  And  there  was  nothing  in  the  relations 
of  supply  and  demand  to  disturb  prices,  with  the  ex- 
ception of  grain ;  and  the  action  of  the  Bank  was  to 
reduce  the  prices  of  other  commodities  in  order  to 
save  the  gold  in  their  coffers  in  paying  for  the  grain 
we  had  imported.  The  measures  of  the  Bank,  how- 
ever, although  they  raised  the  price  of  money,  did 
not  reduce  the  price  of  goods,  which  completes  the 
proof  of  what  we  have  asserted,  that  the  prices  do  not 
depend  on  the  state  of  the  currency  :  it  carries  us  out 
to  the  further  point  that  even  an  injurious  action  on 
credit  does  not  necessarily  affect  prices.  The  expla- 
nation is  easy,  and  it  is  this, — that  those  who  held 
stocks  of  goods,  which  were  no  longer  saleable  in 
consequence  of  the  panic,  and  who  therefore  had  no 
money,  were  willing  to  pay  any  rate  of  interest  for 
temporary  loans  rather  than  submit  to  the  sacrifice  of 
meeting  their  acceptances  by  forced  sales  of  their 
property  for  cash  at  prices  so  low  as  to  be  ruinous. 
In  short  they  lost  less  by  paying  high  interest  to 
meet  the  emergency  than  they  would  have  done  by 
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submitting  to  the  price,  which,  in  such  times,  would 
have  been  necessary  to  command  a  sale  for  ready 
money. 

One  benefit  of  this,  and  a  great  benefit  unques- 
tionably, was,  that  those  who  were  not  in  want  of 
accommodation  were  not  injured  by  a  general  depre- 
ciation in  the  price  of  goods :  on  the  contrary,  prices 
were  maintained,  although  all  speculative  business 
had  ceased ;  buying  and  selling  were  limited  to  the 
necessary  supply  of  the  markets  for  immediate  con- 
sumption. 

The  active  transmission  of  capital  from  hand  to 
hand,  in  the  form  of  produce  and  manufactures  of  all 
kinds,  with  more  extended  views,  which  constitutes 
trade,  was  arrested,  exhibiting  a  complete  proof  of 
how  much  capital  is  dependent  on  credit.  The 
capital  remained,  but  it  was  no  longer  available, 
because  credit,  the  moving  power,  was  inoperative. 
Money  was  said  to  be  scarce,  but  it  was  credit  which 
was  wanting,  and  in  the  occurrences  of  these  days  we 
may  read  a  most  instructive  passage  in  our  com- 
mercial history,  which  we  hope  may  not  be  lost  upon 
us.  We  see  that,  although  the  currency  was  reduced 
to  the  lowest,  credit  most  severely  injured,  and  al- 
though there  was  nothing  in  the  existing  relations  of 
supply  and  demand  which  tended  to  counteract  the 
measures  of  the  Bank  on  currency  and  credit,  still 
those  who  had  goods  held  them  firm,  and  would  not 
part  with  their  property  without  a  remunerating 
price.  Money  was  scarce,  not  merely  currency,  but 
capital,  or  available  credit,  which  is  equal  to  it :  the 
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scarcity  of  money  in  any  shape  was  excessive,  as 
measured  by  the  price  paid  for  the  use  of  it,  but  still 
goods  were  not  cheap.  Money  and  goods  both  dear 
at  the  same  time,  and  simultaneous  with  a  severe 
restriction  of  the  currency,  without  any  peculiarity  of 
war  or  want  of  supply  to  account  for  the  anomaly,  is 
not  to  be  reconciled  with  the  theory  of  prices  depend- 
ing on  the  state  of  the  currency,  and  more  especially 
when  we  consider  the  length  of  time  during  which 
the  struggle  was  maintained :  a  few  weeks  might 
have  been  objected  to  as  inconclusive,  but  the  pres- 
sure in  the  present  case  was  protracted  during  the 
unexampled  period  of  fifteen  months.  There  never 
was  a  more  conspicuous  instance  of  failure  of  pur- 
pose than  was  now  seen  in  respect  of  the  measures  of 
the  Bank  of  England.  The  object  of  these  measures 
was  to  prevent  the  treasury  of  the  Bank  from  being 
exhausted,  and  the  efflux  of  the  gold  could  not  be 
stopped  until  the  exchanges  were  turned  in  our 
favour ;  to  accomplish  which,  it  was  thought  neces- 
sary to  break  down  the  prices  of  goods  in  order  to 
force  an  export  trade.  But  instead  of  an  increase 
in  the  export  trade  it  was  diminished,  and  diminished 
by  the  very  measures  by  which  it  was  thought  to 
extend  it,  which,  having  failed  in  bringing  down 
prices,  was  yet  most  effectual  in  the  check  given  to 
all  kinds  of  trade,  in  which  of  course  that  of  export 
participated.  The  improvement  in  the  rates  of  ex- 
change was  retarded  therefore  by  all  this,  and  not 
one  sovereign  less  was  drawn  from  the  coffers  of  the 
Bank. 
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The  trade  of  the  country  was  subjected  to  a  severe 
and  most  unusually  protracted  state  of  pressure,  with- 
out the  accomplishment  of  a  single  beneficial  object 
to  compensate  for  it.  But  it  is  for  the  British  Govern- 
ment and  the  directors  of  the  Bank  of  England  to 
consider  well,  with  a  view  to  the  future,  whether  the 
calamity  of  deficient  harvests  was  not  greatly  aggra- 
vated by  the  measures  thus  adopted  under  the  neces- 
sity of  paying  for  imported  food.  In  the  case  of  the 
late  importation  of  grain  which  we  are  now  consider- 
ing, the  evil  amounted  to  our  having  to  pay 
9,000,000/.  of  sterling  money  to  foreign  states  more 
than,  with  average  crops  at  home,  we  should  have 
been  indebted  to  them ;  but  it  is  quite  obvious  that 
no  action  of  the  Bank  of  England  on  the  currency  or 
on  the  credit  of  the  country  could  diminish  the 
amount  to  be  paid  :  a  sort  of  barter  trade,  by  an  im- 
mediate export  of  goods  to  the  very  countries  from 
which  we  had  drawn  our  supplies  to  a  value  equi- 
valent to  the  price  of  the  grain  would  have  met  the 
case,  but  that  was  impossible.  These  districts  abroad 
did  not  take  off  on  the  sudden  emergency  more  than 
their  ordinary  consumption  of  our  manufactures,  and 
that  by  the  corn-growing  districts  from  which  we 
usually  receive  our  supplies  is  very  little :  there  was 
no  means,  therefore,  of  escaping  from  the  necessity  of 
paying  in  gold  for  most  of  what  we  had  thus  im- 
ported. In  these  circumstances  it  would  have  been 
well  for  the  country  that  the  Bank  of  England  had 
been  in  a  position  to  give  every  facility  for  the  imme- 
diate payment  in  gold,  instead  of  adopting  the  severe 
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measures  by  which  it  endeavoured  in  vain  to  escape 
from  that  necessity. 

The  Bank,  by  the  terms  of  the  renewal  of  its  char- 
ter, by  which  its  notes  were  made  a  legal  tender, 
except  at  its  own  office,  became  the  great  and  only 
depository  of  gold  for  the  kingdom.  Under  this  sys- 
tem all  the  measures  of  the  Bank  to  preserve  its  gold 
were  in  vain  :  they  distressed  the  country  without 
protecting  the  Bank.  The  benefit  of  the  responsibility 
thus  imposed  on  the  Bank  depends  on  its  being  placed 
in  a  position  to  undertake  the  burden,  which  it  cer- 
tainly was  not. 

I  have  stated  that  the  contraction  of  the  currency 
and  the  action  of  the  Bank  on  credit  by  the  severe 
restriction  of  its  discounts  and  accommodations  did 
not  reduce  prices.  I  must  notice  in  connection  with 
this,  as  to  one  leading  article,  namely  cotton,  that  the 
price  was  kept  up  by  the  unwarrantable  measures  of 
the  United  States  Bank,  by  which,  for  a  time,  the 
price  of  cotton  was  raised  to  a  point  which  prevented 
our  manufacturers  executing  the  orders  they  had 
received  from  the  continent  of  Europe.  If  the  cotton 
trade  had  been  left  to  the  natural  course  and  natural 
influence  of  the  relations  of  supply  and  demand,  these 
orders  would  have  been  executed,  to  the  benefit  both  of 
England  and  America.  The  check  which  was  then 
given  to  our  manufactures  by  these  operations  on  the 
cotton  trade  reduced  the  amount  of  our  exports  at  the 
moment  it  was  most  necessary  that  they  should  have 
been  increased  :  it  is  evident,  therefore,  that  the 
restrictive  measures  of  the  Bank  did  not  affect  the 
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price  of  that  leading  article,  and  they  certainly  did 
not  affect  any  other;  the  whole  burden,  therefore, 
remained  with  the  Bank. 

In  the  mean  time  our  merchants,  our  manufacturers, 
and  our  bankers  were  kept  during  a  period  of  unex- 
ampled duration  in  a  state  of  great  difficulty,  from 
the  effects  of  which  they  have  not  yet  recovered. 
Notwithstanding,  however,  the  severity  and  the  dura- 
tion of  the  pressure,  few  failures  occurred ;  none  of 
any  note.  Bills  and  all  kinds  of  engagements  were 
most  honourably  met;  and  more  than  once  we  have 
been  informed  that  not  a  bill  was  protested  at  the 
Bank  of  England  in  the  course  of  a  fortnight. 

The  fourth  of  each  month  is  always  a  day  of  heavy 
payments  in  London,  from  the  practice  of  drawing  on 
the  first  for  all  the  transactions  of  the  previous  month : 
the  bills  therefore  fall  due  on  the  fourth,  and  during 
the  period  in  question  the  Bank  frequently  sent  out 
on  the  morning  of  the  fourth  of  successive  months  bills 
and  checks  to  the  amount  of  800,000/.  and  900,0007., 
every  one  of  which  was  at  once  paid. 

The  honour  of  the  trading  part  of  the  community 
was  thus  exhibited  in  the  most  conspicuous  manner : 
no  pretext  was  made  of  the  severity  of  the  pressure  to 
evade  their  engagements,  as  money  was  to  be  had  if 
people  were  willing  to  pay  for  it.  The  principal  mer- 
chants and  their  connexions  paid  6  per  cent. ;  but  the 
mass,  who  had  not  the  same  advantages,  paid  10  per 
cent.,  and  in  many  instances  they  paid  more.  The 
public  was  subjected  to  very  heavy  losses  in  conse- 
quence, and  which  fell  on  a  class  the  least  able  to  bear 
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it,  namely,  those  intermediate  dealers  who  act  between 
the  great  warehousemen  and  the  retail  dealers— a 
most  useful  class,  by  whom  the  productions  of  our 
manufacturers  are  distributed  over  the  whole  country. 
The  relaxation  of  the  usury  laws  enabled  them  to  get 
the  money  which  they  required,  and  their  losses  were 
in  consequence  less  than  they  would  have  been  if  they 
had  been  obliged  to  sell  their  goods  at  a  reduced  price 
to  meet  their  engagements,  but  still  their  losses  were 
very  heavy  ;  and  undoubtedly  the  inactive  state  of  our 
home-trade  to  this  hour  has  been  owing,  in  a  great 
degree,  to  the  altered  circumstances  of  this  class  of 
traders. 

This  action  on  credit,  however,  had  no  effect  what- 
ever in  arresting  the  efflux  of  gold  from  the  coffers  of 
the  Bank.  The  drain  of  the  gold  went  on  in  defiance 
of  all  these  measures,  until  the  food  we  had  imported 
was  paid  for ;  and  not  a  sovereign  more  would  have 
been  drawn  out  if  the  balance  of  our  foreign  receipts 
and  payments  had  been  left  to  be  adjusted  by  the 
merchants  without  any  interference  on  the  part  of  the 
Bank.  The  exchanges  would  not  have  continued  in 
an  adverse  state  so  long  if  the  trade  of  the  country 
had  been  left  to  find  its  own  level.  I  have  now  shown 
that  the  action  of  the  Bank  merely  on  the  currency 
has  not  the  power  of  affecting  prices ;  that  its  action 
on  credit  has  very  often  failed  entirely  in  effecting  the 
same  object ;  and  that  whenever  it  has  succeeded  it 
has  been  at  a  much  greater  sacrifice  than  the  object  to 
be  attained  was  worth  ;  and  that  now,  under  the  ope- 
rations of  the  relaxation  of  the  usury  laws,  the  action 
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of  the  Bank,  either  on  the  currency  or  on  credit,  is 
altogether  inefficient,  either  in  correcting  the  ex- 
changes or  in  preventing  the  drain  of  its  gold.  I  have 
dwelt  longer  on  these  subjects,  because  the  views  I 
have  stated  are  in  opposition  to  received  opinions, 
although  the  publications  to  which  I  have  referred 
show  that  sounder  views  are  beginning  to  be  enter- 
tained. 

We  now  come  to  consider  what  measures  are  likely 
to  prevent  the  frequent  recurrences  of  seasons  of  pres- 
sure by  which  commercial  enterprise  has  been  so  often 
disappointed,  and  the  position  of  our  traders  rendered 
so  precarious. 

The  important  part  of  our  task  remains,  then,  in 
having  to  point  out  how  recurrence  of  these  seasons  of 
difficulty  may  be  made  less  frequent,  and  how  their 
pressure  may  be  alleviated  :  for  these  purposes  we  have 
recommended  that  the  Bank  of  England,  and  all  the 
banking  establishments  of  the  country,  should  main- 
tain a  fair  consistency  in  their  dealings  with  the  pub- 
lic, and  support  credit,  instead  of  attempting  to  break 
it  down,  and  in  other  respects  that  trade  be  left  to  find 
its  own  level :  the  propriety  of  which  might  at  any 
time  have  been  seen  by  the  obvious  effect  of  any  check 
given  to  trade.  If  the  check  could  be  limited  to  the 
import  branch,  that  would  be  all  very  well ;  but  the 
export  suffers  equally;  and  we  have  seen  that  now 
a  severe  panic  has  no  effect  on  prices  :  therefore  why 
oppress  our  merchants  for  the  profit  exclusively  of 
capitalists,  who  have  now,  however,  tasted  the  sweets 
of  8  or  10  per  cent.,  and  will,  of  course,  do  what  they 
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can  to  keep  up  a  high  rate  of  interest,  ?  We  must  ex- 
plain that,  in  objecting  to  the  Bank  regulating  its  cir- 
culation and  discounts  by  the  foreign  exchanges,  we 
are  aware  of  the  necessity  of  their  observing  these  ex- 
changes as  a  sure  indication  of  the  demands  they  may 
have  to  meet,  and  if  these  exchanges  prove  over-trading, 
let  the  Bank  apply  a  restraining  course  of  measures ; 
but  as  the  exchanges  turn  on  the  balance  of  payments, 
and  these  are  influenced  by  many  causes  besides  the 
balance  of  trade,  the  source  of  the  disturbance  ought 
to  be  carefully  distinguished. 

The  proposal  of  leaving  trade  to  itself,  while  at  the 
same  time  credit  is  supported,  involves,  as  the  Bank 
stands  at  present,  the  possibility  of  its  gold  being  ex- 
hausted. The  public  is  in  the  habit  of  thinking  of 
this  as  something  equivalent  to  insolvency.  Now  I 
hope  the  directors  will  pardon  my  even  imagining 
the  possibility  of  such  an  event,  as  I  do  so  only  to 
let  it  be  understood  that  the  entire  exhaustion  of  its 
gold  would  not  affect  its  solvency  in  the  slightest  de- 
gree. By  the  action  of  the  public  on  the  circulation 
or  on  the  deposits,  the  gold  may  be  drawn  out  to  the 
last  sovereign ;  but  in  the  same  proportion  the  liabili- 
ties will  be  diminished.  The  securities  in  their  hands, 
consisting  of  public  stocks  and  private  obligations,  will 
be  equal  to  the  remainder  of  the  liabilities,  besides  the 
2,000,0007.  or  3,000,0007.  sterling  of  undivided  profits, 
technically  called  the  rest;  and,  besides  all  this,  the 
11,000,000/.  of  the  Bank's  capital  still  in  the  hands  of 
government  would  leave  the  sum  of  13,000,OOOZ.  or 
1 4,000, OOO/.  to  the  shareholders,  after  every  demand 
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which  could  be  made  by  all  the  world  besides  was 
paid  off:  therefore  I  beg  my  readers  to  understand 
that  the  solvency  of  the  Bank  would  be  equally  un- 
questionable if  the  last  ounce  of  gold  were  drawn  out 
from  its  treasury.  This,  however,  must  be  prevented, 
because  it  would  give  a  shock  to  credit  which  would 
be  productive  of  most  injurious  consequences. 

The  most  important  public  interests  are  involved  in 
the  Bank  of  England  being  competent  to  the  discharge 
of  those  functions  imposed  upon  it  by  the  terms  of  the 
renewal  of  its  charter.  The  most  remote  suspicion  of 
any  doubt  of  this  ought  to  be  removed  from  the  mind 
of  the  public :  but  this  ought  at  the  same  time  to  be 
accomplished  without  injury  to  any  class  of  the  com- 
munity ;  and  it  appears  evident  that  the  safety  of  the 
Bank  and  the  welfare  of  the  community  are  so  de- 
pendent each  on  the  other,  that,  if  rightly  understood, 
any  collision  of  their  respective  interests  would  be  im- 
possible. 

The  magnitude  of  these  interests,  however,  is  such, 
and  of  late  years  they  have  been  subjected  to  such  in- 
jurious convulsions,  that  men's  minds  have  been  un- 
hinged, and  have  wandered  into  all  kinds  of  theories 
in  attempting  either  to  account  for  or  to  suggest  a 
remedy  for  these  evils.  Plans  have  therefore  been 
suggested  and  advocated,  by  able  men  too,  but  which 
could  not  be  adopted  without  much  injury  to  existing 
interests,  and  without  involving  the  whole  country  in 
a  course  of  experiments  of  which  it  is  impossible  to 
foresee  the  result.  Of  this  nature  is  the  plan  of  mak- 
ing the  Bank  of  England  the  sole  bank  of  issue  for  the 
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whole  kingdom.  This  scheme  has  been  warmly  urged 
before  the  late  committee  of  the  House  of  Commons 
by  Mr.  George  Warde  Norman,  and  supported  by  Mr. 
Samuel  Jones  Loyd.  I  have  pleasure  in  acknowledg- 
ing the  high  talents,  the  worth  of  the  individual  cha- 
racter, and  the  great  experience  of  these  gentlemen  in 
banking  matters,  but  I  object  on  principle  to  any  plan 
which  on  mere  theory  involves  the  necessity  of  great 
changes  in  our  existing  institutions.  These  may  re- 
quire to  be  watched  and  to  be  so  controlled  as  to  pre- 
vent their  being  abused ;  but  this  is  not  only  com- 
patible with  their  being  maintained,  but  may  be  neces- 
sary for  their  safety,  in  which  not  only  the  banks 
themselves,  but  the  whole  country  is  equally  interested. 
The  banking  department  of  trade  is  of  that  in- 
fluential description  that  it  must  be  the  source  of  the 
greatest  benefit  or  the  greatest  injury,  according  to  the 
direction  which  may  be  given  to  it.  We  have  now  come 
to  the  period  when  the  charter  of  the  Bank  of  Eng- 
land must  either  be  renewed  with  some  changes,  or  go 
on  as  it  is  for  ten  years  longer.  I  have  no  idea  that 
either  party,  the  Government  or  the  Bank,  will  con- 
sent to  the  prolongation  of  the  bargain  on  the  present 
terms  ;  and  in  the  contemplation  of  a  change  we  ven- 
ture to  hope  that,  by  a  class  of  well-considered  legis- 
lative measures,  we  may  secure  all  the  benefit,  while 
we  avert  the  risk  of  injury ;  that  we  may  check  the 
tendency  to  an  excessive  competition  and  a  gambling 
spirit  of  banking,  while  at  the  same  time  the  banks 
may  be  left  free  to  encourage  the  trade  of  the  country 
to  the  utmost  point  that  may  be  consistent  with  safety  : 
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but  this  may  be  effected  without  such  a  tremendous 
change  as  a  central  bank  of  issue  would  infer.  I  ob- 
ject on  principle  to  the  French  theory  of  centralisation; 
and  as  applied  to  the  banking  of  Great  Britain  I 
hold  it  to  be  inconsistent  both  with  sound  policy  and 
with  justice  :  on  this  point  I  recur  to  Mr.  Rod  well's 
evidence,  from  which  I  extract  the  following  conclu- 
sive passage : — 

<f  800.  Have  you  read  the  evidence  of  Mr.  Norman  ? — I 
have. 

"801.  Have  you  considered  his  suggestion  of  a  scheme 
for  a  circulating  medium  to  displace  the  circulation  of  the 
country  bankers  ? — I  have. 

"802.  From  the  result  of  your  experience  and  your  know- 
ledge of  the  rural  districts,  what,  in  your  opinion,  would  be 
the  effect  of  that  substitution  ? — Mr.  Norman's  plan  in  its 
leading  feature  appeared  to  be  the  substitution  of  one  bank 
of  issue  and  the  suppression  of  all  other  issues  :  that  I  under- 
stand to  be  Mr.  Norman's  plan  in  its  leading  feature  ;  but  I 
did  not  understand,  nor  did  I  learn  from  the  evidence  of  Mr. 
Norman,  what  the  details  of  his  plan  were,  nor  how  he  would 
carry  such  a  plan  into  execution :  on  the  contrary,  1  under- 
stood from  Mr.  Norman's  evidence  that,  although  it  was  de- 
sirable in  his  view  that  such  a  substitution  should  take 
place,  he  was  unable  to  suggest  any  scheme  by  which  it 
could  be  carried  into  effect ;  and  more  than  that,  1  under- 
stand from  his  evidence  that  he  professed  and  acknowledged 
that  he  was  entirely  unacquainted  with  the  practice  of  coun- 
try bankers ;  and  I  think  that  the  suggestion  of  such  a  suc- 
cedaneum  as  a  single  bank  of  issue  for  the  numerous  issues 
that  now  exist  did  betray  an  entire  unacquaintance  with  the 
practice  and  results  of  country  banking. 

"  803.  Then  you  have  only  regarded  that  plan  as  so  de- 
ficient in  detail  as  to  be  impracticable  ? — I  am  unable  to  ap- 
preciate the  plan,  because  it  gives  no  details  :  it  does  not  show 
by  what  mode  such  a  plan  is  to  be  carried  into  operation. 

E   2 
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"804.  You  have  never  contemplated  it  as  a  feasible  plan  ? 
— I  think  it  utterly  impracticable  :  I  understand  all  that  Mr. 
Norman  has  said,  and  all  that  he  himself  seems  to  have  un- 
derstood upon  the  subject,,  and  I  conceive  it  to  be  utterly 
impracticable. 

"805.  Did  he  not  suggest  that  a  premium  of  15,?.  per 
cent,  might  be  given  upon  the  issues  of  country  bankers  ? — 
He  did  :  that  also  betrayed  a  total  unacquaintance  with  the 
feelings  and  dispositions  of  country  bankers  :  such  a  scheme, 
if  practicable,  I  am  sure,  from  the  communication  I  have  had 
with  country  bankers,  would  never  be  acceded  to  by  them. 

"806.  It  would  not  be  an  agreeable  substitution  for  a 
circulation  bearing  3J  per  cent,  net  profit  to  circulate  the 
paper  of  another  bank  at  15«y.  per  cent.,  would  it? — Cer- 
tainly not  :  besides  the  inevitable  necessity  of  a  great  dimi- 
nution, for  a  very  long  time  at  all  events,  of  such  a  substi- 
tuted circulation  ;  that  is  to  say,  I  do  not  think  any  single 
bank  of  issue  could  for  a  very  long  period  get  its  issues, 
even  through  the  means  of  country  bankers,  into  circulation. 

"  807.  The  public  would  not,  you  think,  repose  the  same 
confidence  in  the  substituted  circulation  ? — Certainly  not. 

"  808.  If  your  paper  stays  out  upon  the  average  six  weeks, 
is  it  your  opinion  that  the  paper  of  this  bank  so  circulated  at 
15*?.  per  cent,  premium  would  stay  out  so  long  upon  an 
average  as  six  weeks  ? — I  do  not  think  it  could  get  out  to 
any  extent.  How  long  it  would  continue  out  when  it  did 
get  out  I  will  not  undertake  to  conjecture  even.  It  would 
be,  I  assume,  a  legal  tender  :  that  would  make  a  difference 
in  its  circulation,  because  wherever  it  went  it  would  lose  the 
character  of  a  local  issue. 

"809.  If  you  could  contemplate  the  difficulties  and  the 
detail  overcome,  and  such  a  measure  forced  by  a  legislative 
enactment,  would  it  be  a  great  wrench  to  the  system  on 
which  the  whole  of  the  affairs  of  country  bankers  are  con- 
ducted?—It  would  be  an  entire  sacrifice  of  the  present 
system. 

"810.  Do  you  think  it  would  be  a  great  shock  to  credit  ? 
--I  think  its  proposal  would  be  a  great  shock  to  credit,  and 
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I  think  the  period  of  transition  from  one  system  to  another 
would  be  a  period  of  inappreciable  difficulty  and  danger  in 
all  monetary  transactions. 

"811.  Affecting  both  bankers  and  their  customers  gene- 
ra]ly  ? — Affecting  bankers  and  their  customers  :  it  would  be 
attended  with  as  great  distress  and  difficulty  in  the  unset- 
tling all  arrangements  and  contracts  as  any  measure  that  the 
legislature  could  suggest. 

"  812.  You  give  that  as  the  result  of  your  experience, 
coupled  with  reflection  upon  that  plan  ? — I  do ;  and  in 
addition  to  my  experience,  the  experience  of  other  persons 
more  conversant,  more  experienced,  and  better  acquainted 
with  the  whole  subject  than  myself. 

"813.  Are  you  prepared  to  mention  the  names  of  other 
gentlemen  ? — I  have  no  difficulty  in  mentioning  the  name  of 
Mr.  Alexander,  of  Ipswich,  who  has  been  a  banker  for  sixty 
years,  who  has  conducted  a  very  large  banking  establish- 
ment with  great  credit,  and  whose  opinions  I  know  to  be  in 
strict  conformity  with  those  which  I  have  just  taken  the 
liberty  to  express. 

"814.  Mr.  Alexander  has  been  conversant  with  the  mone- 
tary transactions  of  this  country  throughout  the  period  of 
sixty  years  ? — Particularly  so ;  as  a  banker,  no  man  more  so. 

"815.  You  convey  his  sentiments  upon  this  plan  of  a 
single  bank  of  issue,  as  suggested  in  the  evidence  of  Mr. 
Norman  ? — I  have  conveyed  them  as  emphatically  as  I  can, 
and  to  the  same  extent  only  to  which  I  believe  Mr.  Alexan- 
der entertains  those  sentiments." 

The  Bank  of  England  is  already  quite  sufficiently 
powerful,  but  as  the  sole  bank  of  issue,  with  its  numer- 
ous and  increasing  branches,  it  would  become  an  over- 
whelming engine,  which  in  some  future  crisis  would 
lead  to  wide-spread  calamity,  for  its  own  safety  would 
be  much  endangered  by  its  extension — like  an  over- 
grown empire,  every  addition  to  which  becomes  a 
source  of  weakness.  To  this  it  may  be  objected  that 
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this  consequence  does  not  necessarily  follow.  But  it 
not  only  may,  but  probably  would  follow,  and  it  is 
desirable  to  arrest  even  the  possibility.  As  a  matter 
of  policy,  therefore,  any  such  radical  change  in  the 
monetary  system  of  Great  Britain  is  objectionable. 

Besides,  however,  the  general  question  of  the  policy 
of  making  the  trade  of  the  country  depend  so  much 
on  any  one  institution,  whether  the  Bank  of  England, 
or  any  other  more  immediately  emanating  from,  and 
more  directly  connected  with,  the  Government,  there 
is  another  question,  that  of  justice  to  existing  interests, 
which  at  the  same  time  is  also  intimately  connected 
with  the  policy  of  any  great  change ;  and  on  that 
combined  plea,  of  justice  and  sound  policy,  it  appears 
to  be  more  advisable  to  uphold  our  existing  institutions 
with  such  guards  as  may  prevent  their  abuse,  than  to 
make  any  radical  change  in  them.  The  local  banks 
have  hitherto  been  the  depositories  of  the  surplus 
wealth  of  the  country,  and  they  have  been  the  chan- 
nels through  which  that  surplus  has  been  employed  in 
active  and  reproductive  trade  of  every  kind,  to  the 
infinite  benefit  of  the  community,  and  through  which 
we  have  arrived  at  a  degree  of  prosperity  which,  al- 
though the  admiration  and  envy  of  the  world,  we  con- 
sider as  the  foundation  only  of  much  greater  results. 

These  local  banks  are  certainly  better  able  to  judge 
of  the  credit  of  individuals  in  their  respective  districts, 
and  of  the  accommodations  which  may  be  prudently 
afforded  them,  than  it  is  possible  to  look  for  from  any 
centralised  system  of  one  great  bank  of  issue  and  its 
distant  branches.  With  all  the  errors  which  have 
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been  committed  under  the  existing  system,  and  they 
have  been. many,  and  all  the  consequent  losses,  still 
the  beneficial  result  has  been  such  as  we  should  not 
have  seen  under  any  plan  of  centralised  banking. 
There  are  theorists  who  will  dispute  this  position ;  but 
having  to  deal  with  existing  interests,  I  shall  not  enter 
into  that  argument,  as  I  believe  no  government  will 
now  be  so  rash  as  to  attempt  to  pull  down  the  house 
and  build  another  from  the  foundation,  lest,  after  all, 
it  should  not  so  conveniently  accommodate  the  great 
family  that  must  live  in  it. 

The  desideratum  is  the  prevention  of  those  storms 
and  convulsions  in  trade  by  which,  of  late  years,  we 
have  been  so  frequently  visited. 

It  is  to  be  hoped  the  attainment  of  this  great  object 
is  quite  compatible  with  the  maintenance  of  the  ex- 
tensive interests  now  engaged  in  carrying  on  the  bank- 
ing of  the  country,  and  nothing  short  of  a  case  of 
absolute  necessity,  for  the  good  of  all  parties,  would 
justify  any  measure  which  would  interfere  with  these 
interests. 

It  remains  then  to  show  how,  with  our  present  in- 
stitutions, the  credit  of  the  country  may  be  so  sup- 
ported as  to  arrest  these  violent  and  ruinous  convul- 
sions. 

The  interests  of  the  community  at  large  is  the  lead- 
ing matter  in  considering  this  question,  how  the  capital, 
which  is  not  employed  in  trade  by  its  owners,  may  be 
safely  deposited,  and  how  that  surplus  wealth  may  be 
employed  in  active  commerce  with  the  greatest  safety. 
For  this  purpose  the  agency  of  the  banks  is  indis- 
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pensable;  and  this  brings  us  to  the  object  in  view  in 
all  I  have  hitherto  stated,  namely,  that  of  having  the 
banking  of  the  country  put  on  a  system  to  secure 
all  the  great  benefits  that  may  be  derived  from  it, 
which,  of  course,  infers  the  safety  of  the  banks  them- 
selves. 

It*  is  obvious  that,  whenever  a  bank  gets  into  a 
position  to  compromise  its  own  safety,  the  course  of 
its  operations  must  from  that  moment  be  a  source  of 
great  derangement  through  the  whole  sphere  of  its 
influence.  Now  it  is  well  known  that  this  has  fre- 
quently been  the  position  of  many  banking  establish- 
ments ;  and  not  only  so,  but  it  has  happened  that  many 
of  them  have  been  placed  in  critical  circumstances  at 
the  same  time,  and  in  consequence  of  which  the  coun- 
try has  been  thrown  into  a  state  of  alarm  and  dis- 
tress, which  has  caused  the  ruin  of  hundreds  of  indus- 
trious and  prudent  men. 

The  most  important  function  of  the  banks  is  that  of 
supporting  credit  in  a  season  of  difficulty.  The  sur- 
plus wealth  of  the  country  is  intrusted  to  them  in 
deposits,  besides  which  they  have  their  own  capital ; 
and  these  combined  funds,  if  prudently  employed,  are 
sufficient  to  carry  the  country,  with  comparative  ease, 
through  any  time  of  trial. 

The  great  error  consists  in  the  banks  not  keeping 
in  their  hands  a  sufficient  amount  of  capital  in  re- 
serve ;  by  which  I  mean  capital  not  employed  in  the 
usual  banking  business,  but  held  in  immediately  con- 
vertible securities.  Times  of  difficulty  are  to  be  ex- 
pected, they  are  inevitable  in  any  great  trading  coun- 
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try,  and  it  is  not  only  the  duty,  but  it  is  the  interest, 
of  the  banks  to  be  prepared  for  them.  Hitherto,  in 
England,  this  has  not  been  the  case  :  on  the  contrary, 
we  have  seen  that,  in  every  emergency,  the  banks 
themselves  have  been  compromised,  and,  in  conse- 
quence, instead  of  their  being  a  rallying  point  for  the 
support  of  credit,  they  have  been  the  chief  means  of 
destroying  it,  from  the  measures  to  which  they  have 
been  obliged  to  resort  for  their  own  safety.  With  an 
amount  of  funds  in  reserve  and  available,  in  propor- 
tion to  their  liabilities,  on  which  they  could  fall  back 
in  such  times,  the  banks  would  not  only  be  relieved  of 
any  anxiety  as  to  their  own  safety,  but  they  would  be 
in  a  position  to  carry  their  customers  also  through  the 
trial ;  and  unless  they  can  do  this,  instead  of  being  a 
benefit,  they  become  a  nuisance :  they  lead  people,  by 
their  accommodations  in  quiet  times,  to  go  a  little  too 
far,  and  desert  them  in  the  day  of  need.  The  result 
has  been,  that  our  mercantile  difficulties  have  been 
aggravated  tenfold.  Our  merchants  and  manufac- 
turers have  been  left  to  their  own  resources  at  the 
moment  that  they  required  assistance,  because  these 
resources  were  locked  up  and  rendered  unavailable. 

I  have  stated,  as  the  great  source  of  these  evils,  that 
the  banks  are  not  in  the  habit  of  holding  a  sufficient 
amount  of  their  funds  in  reserve.  I  do  not  except  from 
this  the  Bank  of  England  :  on  the  contrary,  it  seems 
to  be  obvious  that  the  reserve  of  the  Bank  of  England 
in  bullion  is  quite  inadequate  to  the  position  in  which 
it  has  been  placed  by  rendering  its  notes  a  legal  tender. 
Lord  Althorp,  in  his  speech  in  the  House  of  Com- 
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mons,  on  the  renewal  of  the  Bank  charter  in  1833, 
does  not  state  that,  under  the  legal  tender  clause,  it 
would  be  necessary  for  the  Bank  to  hold  any  increased 
amount  of  gold ;  and  the  proportion  he  then  stated,  of 
one-third  of  the  liabilities,  would  not  have  been  suf- 
ficient without  that  clause,  and  certainly  most  inade- 
quate under  it.  The  measure  of  making  the  Bank  of 
England  the  great  depository  of  gold  for  the  country 
was  a  wise  one,  and  we  trust  that  no  alteration  of  that 
will  be  allowed ;  but  other  measures  were  necessary  to 
enable  the  Bank  to  fulfil  the  higher  functions  thus 
imposed  upon  it. 

The  government,  in  renewing  the  charter  of  the 
Bank,  made,  according  to  their  views,  the  best  bar- 
gain they  could  for  the  public,  and  they  appear  to 
have  considered  that  they  did  this  the  more  effectu- 
ally in  proportion  to  the  severity  of  the  terms  imposed 
on  the  Bank.  This,  however,  was  a  very  short-sighted 
view  of  the  case,  because  the  interest  of  the  public 
would  have  been  better  consulted  by  maintaining  the 
Bank  in  a  more  independent  position. 

The  Bank  of  England  ought  to  be,  in  every  respect, 
the  best  banking  establishment  in  the  country;  its 
profits  ought  to  be  higher,  the  price  of  its  stock  higher, 
than  any  other ;  its  position  ought  to  be  such  as  to 
enable  it,  in  the  worst  of  times,  to  support  credit  with 
perfect  safety  to  itself.  But  the  hard  bargain  which 
was  driven  with  the  Bank  in  1833  has  reduced  its 
profits  below  the  general  average  of  banking,  while  its 
position  has  been  compromised  by  rendering  it  the 
national  depository  of  gold,  without  any  provision  to 
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enable  it  to  undertake  the  responsibility.  The  result 
of  this  has  been  most  injurious  to  the  interests  of 
trade,  because,  under  the  present  system,  the  Bank  is 
the  first  to  take  alarm  under  every  adverse  tide  of 
trade,  and  the  reaction  of  that  is  immediately  felt  over 
the  whole  country,  and  thence  the  frequent  recurrence 
of  seasons  of  pressure  and  distress. 

I  have  endeavoured  to  show  that  the  restriction  of 
the  currency  can  bring  no  relief  in  such  circumstances, 
and  that  the  action  of  the  Bank  on  the  credit  of  the 
country  is  now,  under  the  relaxation  of  the  usury 
laws,  equally  powerless.  The  question  then  comes, 
what  ought  to  have  been  done  for  the  safety  of  the 
Bank? 

In  reply  to  this,  we  must  first  state  what  ought  not 
to  have  been  done ;  namely,  the  reduction  of  the  al- 
lowance for  managing  the  national  debt.  Consider- 
ing the  extent  of  the  establishment  required  for  this 
purpose  the  Bank  was  not  overpaid ;  and  the  taking 
off  120,000/.  a  year  from  the  allowance  for  the  pur- 
pose reduced  the  Bank  to  the  necessity  of  taking  every 
possible  means  of  maintaining  its  dividends,  which, 
after  all,  have  not  succeeded,  but  to  which  it  ought  to 
have  had  no  occasion  to  resort.  This,  therefore,  ought 
not  to  have  been  done. 

In  a  renewal  of  the  contract  which  must  now  very 
soon  come  to  be  adjusted,  the  parties — namely,  the  Go- 
vernment and  the  Bank — ought  to  meet  in  a  very  dif- 
ferent spirit  from  that  which  appears  to  have  dictated 
the  terms  of  the  renewal  in  1833.  The  interest  of  the 
public  in  the  Bank  is  so  great  as  to  render  the  price 
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which  may  be  paid,  in  order  to  secure  all  the  advan- 
tages which  ought  to  be  derived  from  it,  a  matter  of 
very  minor  importance.  In  the  last  renewal  of  the 
charter  no  provision  was  made  to  enable  the  Bank  to 
meet  the  responsibilities  imposed  upon  it. 

The  Legal  Tender  clause  increased  this  responsibility 
to  such  an  extent,  that  it  seems  incomprehensible  how 
either  the  Government  or  the  Bank  should  have  made 
such  an  arrangement  without  at  the  same  time  adopt- 
ing some  measures  by  which  the  Bank  might  be  en- 
abled to  fulfil  its  engagements.  The  real  interest  of 
the  public  consists  in  the  Bank  being  put  in  a  position 
to  meet  without  difficulty  any  drain  on  its  treasury 
that  there  might  be  the  remotest  chance  of  occurring, 
and  simultaneously  to  maintain  credit  by  a  uniform 
and  consistent  course  in  its  dealings  with  the  mercan- 
tile community:  the  paltry  saving  of  J20,000/.  per 
annum  was  dearly  purchased,  if  these  higher  con- 
siderations were  in  the  slightest  degree  affected  by  it. 

In  order  to  render  the  Bank  a  source  of  great  na- 
tional benefit,  and  to  prevent  its  being  sometimes  the 
source  of  great  national  injury,  its  means  must  be 
made  applicable  to  banking  purposes.  Experience  has 
shown  that  the  proportion  of  gold  to  be  held  by  the 
Bank,  as  stated  by  Lord  Althorp, — namely,  one-third 
of  its  liabilities, — is  quite  inadequate.  To  render  the 
Bank  of  England  safe,  efficient,  and  really  useful,  its 
stock  of  gold  ought  to  be  much  larger.  If  one-third 
of  its  liabilities  be  enough  for  the  ordinary  calls  upon 
it,  a  further  sum  ought  to  be  held  in  reserve  against 
emergencies.  It  is  for  the  Government  to  determine 
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the  amount  of  this  reserve — the  more  nearly  it  may  be 
found  practicable  to  make  it  meet  the  average  amount 
of  circulation  the  better.  The  directors  would  then 
have  no  inducement  to  resort  to  an  injurious  action  on 
credit  under  the  mistaken  idea  of  thereby  securing  the 
Bank  :  they  would  see  the  efflux  of  their  gold  with- 
out anxiety,  in  the  certainty  of  its  very  soon  being 
poured  back  upon  them. 

Supposing  the  case  of  some  great  derangement  in 
the  commerce  of  the  country,  from  whatever  cause, — 
it  would  recover  in  less  than  half  the  usual  time  if  the 
Bank  of  England  were  in  a  position  to  maintain  credit, 
by  assisting  in  their  difficulties  those  who  were  worthy 
of  it,  instead  of  breaking  them  down.  Convulsions  in 
trade  would  be  comparatively  rare,  infinitely  lighter 
in  their  pressure,  and  shorter  in  their  duration. 

These  are  advantages  of  much  too  important  a  na- 
ture to  have  the  consideration  of  them  set  aside  at 
once  on  the  plea  of  their  impracticability ;  on  the  con- 
trary, there  is  nothing  impracticable  in  the  matter ; 
and  certainly  no  difficulty  to  deter  a  Conservative 
Government  from  endeavouring  to  attain  benefits 
which  would  strengthen  all  our  institutions.  It  would 
be  altogether  unreasonable,  however,  to  expect  that 
the  Bank  of  England  was  to  pay  the  price  of  attain- 
ing this  national  benefit :  that  must  be  borne  by  the 
public ;  and  it  will  not  fall  very  heavy,  as  the  public 
already  pays  three  per  cent,  on  that  part  of  the  capital 
of  the  Bank  still  in  the  hands  of  Government,  to  the 
amount  of  eleven  millions  sterling.  The  portion  of 
the  Bank's  capital  invested  in  another  description  of 
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state  funds,  namely,  the  Dead  Weight,  has  often  been 
found  inconvenient,  because  not  immediately  conver- 
tible in  a  day  of  difficulty  :  besides  which,  the  di- 
rectors are  not  willing  to  dispose  of  it,  and,  in  dis- 
charge of  their  duty  to  their  constituents,  they  are 
quite  right  to  hold  by  it,  because  it  is  a  very  profit- 
able investment.  But  eleven  millions  in  any  Go- 
vernment security  at  three  per  cent,  not  available, 
because  not  convertible,  is  a  most  absurd  investment 
of  banking  capital.  The  question,  then,  comes  to  this 
point : — the  Bank  of  England  has  been  rendered  the 
depository  of  gold  for  the  kingdom,  by  making  its 
notes  a  legal  tender  except  at  its  own  offices  : — this 
has  been  found  a  most  beneficial  measure  for  the 
country  in  general ;  but,  to  meet  the  responsibility 
thus  imposed  upon  it,  the  Bank  must  hold,  at  the 
least,  double  the  amount  of  gold  it  has  hitherto  con- 
templated. In  all  fairness,  therefore,  the  Bank  must 
be  indemnified  for  the  expense  of  doing  this. 

The  Government,  repaying  the  eleven  millions  by 
funding  and  giving  over  Consols  to  that  amount  to 
the  Bank,  would  put  in  the  hands  of  the  directors  an 
available  capital  (their  own  capital),  by  means  of 
which  they  could  gradually  accumulate  the  requisite 
additional  reserve  of  gold ;  but,  as  this  additional  sum 
is  to  be  held  in  gold  for  the  benefit  of  the  nation  at 
large,  the  nation  must  pay  the  expense,  whatever  that 
expense  may  be. 

In  policy  there  can  be  no  doubt  of  the  wisdom  of 
such  a  measure,  because  the  benefit  to  be  acquired  is 
worth  much  more  than  the  price  to  be  paid  for  it. 
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Practically,  there  would  be  no  difficulty  in  the  Bank 
finding  the  gold,  as,  in  every  favourable  state  of  trade, 
more  gold  is  pressed  upon  it  than  it  finds  quite  conve- 
nient to  keep,  because  unproductive.  We  would  there- 
fore press  on  the  Government  the  necessity  of  dealing 
with  the  Bank  in  such  a  spirit  of  liberality  as  will  enable 
it  to  fulfil  its  high  functions  with  safety  to  itself  and  full 
benefit  to  the  public.  In  his  speech  on  the  renewal  of 
the  charter,  31st  May,  1833,  Lord  Althorp  says, — 

"  The  question  which  I  am  now  about  to  bring  forward  is 
one  on  which  the  value  of  the  property  of  every  person  in 
this  country,  not  merely  of  those  engaged  in  commerce,  but 
of  all  others,  must  very  much  depend." 

Now,  it  is  most  extraordinary  that,  with  this  ac- 
knowledgment, no  adequate  provision  was  made  by 
which  these  national  interests  depending  on  the  Bank 
were  to  be  secured. 

Funding  the  11,000,000/.  of  the  Bank's  capital 
would  give  the  power  of  controvertibility,  but  would 
be  nothing  as  profit  to  the  Bank.  Justice  to  the 
stockholders  requires  that  the  dividend  be  kept  up ; 
and  it  follows,  that,  if  the  Bank  is  to  hold  a  stock  of 
gold  for  national  purposes,  above  what  is  necessary 
for  its  ordinary  banking  purposes,  the  nation  ought  to 
meet  the  expense  of  this  extra  stock. 

The  proportion  laid  down  by  Lord  Althorp  and  the 
economists,  of  one-third  of  the  liabilities,  may  be 
enough  in  quiet  and  prosperous  times,  but  experience 
has  shown  that  in  frequently-recurring  occasions  it  is 
quite  insufficient,  and  that  the  Bank  has  not  been 
able  on  that  system  to  fulfil  the  functions  demanded 
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from  it,  or  to  meet  the  exigencies  of  any  season  of 
pressure  on  the  money-market. 

The  only  safeguard,  then,  is  in  an  additional  quan- 
tity of  gold  beyond  the  wants  of  circulation  in  ordi- 
nary times,  to  be  resorted  to  in  cases  of  emergency : 
supposing  a  deposit  of  7,000,0007.  were  to  be  held  as 
adequate  to  the  ordinary  purposes  of  the  public  de- 
mands on  the  Bank,  we  would  suggest  that,  in  addi- 
tion to  this  sum,  the  Bank,  having  had  its  remaining 
capital  put  into  its  hands  by  funding,  should  take  its 
own  means  of  adding  to  its  stock  of  gold  such  a  sum 
as,  with  the  7,000,0007.  for  ordinary  purposes,  would 
be  sufficient  to  meet  any  emergency — and  that  this 
additional  sum  should  remain  as  a  guarantee  fund, 
not  applicable  to  general  banking  business,  and  not  to 
be  withdrawn,  in  whole  or  in  part,  without  a  warrant 
from  the  First  Lord  of  the  Treasury  and  the  Chan- 
cellor of  the  Exchequer  for  the  time  being. 

It  will  be  obvious  that  we  do  not  propose  that  this 
fund  should  remain  as  a  dead  letter,  but,  on  the  con- 
trary, that  it  should  be  called  into  activity  as  often  as 
it  may  be  necessary  to  enable  the  Bank  to  fulfil  its 
duties  in  sustaining  the  general  credit  of  the  country, 
instead  of  having  to  resort  to  oppressive  measures  of 
restriction. 

In  the  event  of  the  Bank  having  occasion  to  resort 
to  this  fund,  it  ought  to  be  restored  to  its  original  sum 
at  the  earliest  opportunity,  at  the  charge  of  the  Bank ; 
and  to  effect  all  this  with  justice  to  the  Bank,  the 
country  ought  to  continue  to  pay  3  per  cent,  on  the 
11,000,0007.  of  the  Bank  capital  now  in  the  hands  of 
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Government,  although  repaid  by  funding.  The  Bank 
could  not  undertake  such  an  obligation  without  being 
indemnified,  and  the  nation  has  no  right  to  expect  it ; 
and  the  public  benefit  to  be  secured  would  be  cheaply 
purchased  at  the  price. 

I  am  aware  that  many  will  object  to  the  amount  of 
bullion  I  have  proposed  as  unnecessarily  large,  but  we 
have  lately  seen  that  the  single  circumstance  of 
failure  of  our  crops  would  much  more  than  exhaust 
Lord  Althorp's  proportion  of  a  third  of  the  liabilities, 
and  we  may  have  other  causes  combining  at  the  same 
time  to  increase  the  balance  of  payments  against  us : 
we  shall  show  great  want  of  foresight  if  we  do  not 
provide  for  much  more  than  ordinary  demands  by 
placing  the  Bank  in  a  position  to  meet  much  greater 
emergencies. 

Connected  with  this  subject  we  must  take  notice  of 
the  organization  of  the  Bank  of  England.  Instead  of 
the  present  most  inefficient  system  of  the  Directors  by 
seniority  filling  the  office  of  Governor  and  Deputy- 
Governor  for  two  years,  these  offices  ought  to  be  per- 
manent: considering  the  national  interests  intrusted 
to  these  officers,  no  talent  is  too  high  for  the  situation, 
especially  of  the  Governor ;  and  the  price  which  may 
be  required  to  secure  a  person  of  the  necessary  quali- 
fication is  very  immaterial :  I  would  suggest  his  being- 
appointed  by  Government  with  a  veto  in  the  Court  of 
Directors.  The  qualifications  of  the  Deputy- Governor 
ought  to  be  nearly  similar,  although  more  of  an 
experienced  merchant  —  let  his  selection  be  in 
the  Directors :  knowledge  acquired  by  practice  and 
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extensive  experience  should  be  the  chief  considera- 
tions. 

With  this  I  leave  the  Bank  of  England,  and  pro- 
ceed to  the  consideration  of  the  general  banking 
system  of  this  empire. 

Simultaneous  with  the  last  renewal  of  the  Bank  of 
England  charter  a  great  change  was  made  in  that 
system,  by  legalising  the  formation  of  banks  without 
limitation  of  partners,  the  shares  of  which  were  to  be 
transferable  at  the  will  of  the  holder;  in  short,  legal- 
ising joint-stock  banks  within  the  pale  of  the  exclu- 
sive privileges  of  the  Bank  of  England,  a  similar 
liberty  having  been  granted  in  1826  to  all  England 
and  Ireland  out  of  that  boundary.  I  shall  not  enter 
on  the  question  of  the  prudence  of  this  measure, 
because  we  cannot  now  retrace  the  step  and  place 
matters  as  they  previously  stood.  The  experience  we 
have  had,  however,  has  proved  too  plainly  a  great 
want  of  foresight  in  the  unrestrained  freedom  thus 
given  at  once  to  a  system  yet  untried  in  England  and 
Ireland.  The  same  system  had  been  found,  no  doubt, 
most  beneficial  in  Scotland  ;  but  a  perfect  knowledge 
of  the  state  of  banking  in  Scotland,  as  existing  at  that 
moment,  would  have  indicated  the  arising  necessity  of 
checks  even  in  that  country.  But,  instead  of  any 
prudential  guards,  the  whole  system  was  at  once 
thrown  upon  England,  witiiout  check  or  control  of 
any  kind.  The  consequence  has  been  that  joint-stock 
banks  have  sprung  up  in  all  parts  of  England,  with 
the  machinery  of  directors,  managers,  and  all  the 
usual  staff  appointments  of  such  establishments ;  and 
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England  was  told,  and  believed,  that  this  was  Scotch 
banking.  But,  in  adopting  one  form  of  Scotch  bank- 
ing, we  forgot  in  England  to  adopt  also  the  principles 
on  which  all  banking  in  Scotland  had  been  conducted. 
Banking  in  that  country  had  never  been  without 
check  or  control.  The  banks  controlled  each  other 
most  effectually  in  their  circulation  by  their  ex- 
changes ;  and  there  is  no  denying  the  effective  check 
and  limitation  thus  given  to  the  circulation,  when  we 
consider  the  fact,  that  since  1826  the  number  of  banks 
and  their  branches  in  Scotland  has  been  doubled, 
while  the  circulation  of  their  notes  has  not  increased, 
although  the  trade  and  manufactures,  and  the  whole 
produce  of  the  country,  have  been  very  greatly  ex- 
tended. 

We  must  recollect  at  the  same  time  that  the  circu- 
lation of  the  banks  in  Scotland  is  not  interfered  with 
either  by  Bank  of  England  notes  or  by  gold  :  there  is 
actually  no  other  circulating  medium  in  Scotland  than 
that  of  the  banks  and  silver.  Gold  or  Bank  of  Eng- 
land notes  may  be  had  at  any  bank  there,  if  wanted ; 
but,  so  far  from  draining  the  Bank  of  England  of  its 
gold,  they  frequently  send  gold  to  the  Bank  of  Eng- 
land branches  in  the  north  of  England,  and  they  did 
so  even  during  the  pressure  on  the  bank  in  1840.  The 
effective  check  thus  applied  to  the  circulation  in  Scot- 
land, by  a  voluntary  legislation  of  the  banks  amongst 
themselves,  affords  a  plain  foundation  for  an  actually 
legislative  provision  for  the  same  purpose  in  England ; 
and  we  were  much  pleased  to  learn,  by  the  admirable 
evidence  of  Mr.  Rod  well,  of  Ipswich,  from  which  we 
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have  already  quoted  largely,  that  this  system  of  ex- 
changes has  been  adopted  by  all  the  banks,  both  joint- 
stock  and  private,  in  that  district ;  and  the  effect  of 
this  has  been,  that,  although  the  banks  and  their 
branches  have  increased,  the  circulation  of  their  notes 
has  not  increased.  Now,  if  this  can  be  done  volun- 
tarily in  one  district,  there  can  be  no  great  hardship 
in  enforcing  it  in  every  other. 

The  practical  benefit  is  this — that,  with  a  properly 
regulated  system  of  exchange,  the  paper  in  circulation 
cannot  exceed  the  actual  demand  for  the  daily  trans- 
actions of  the  country.  In  a  brisk  state  of  trade,  with 
an  increased  number  of  transactions,  and  probably  at 
higher  prices,  more  notes  will  be  required ;  but  the  in- 
crease of  business  or  prices  will  precede  the  increase  of 
circulation. 

There  remains,  however,  to  be  pointed  out  another 
and  a  more  important  principle  of  Scotch  banking, 
namely,  the  large  amount  of  capital  which  the  Scotch 
banks  hold  in  reserve  at  all  times,  as  immediately  ap- 
plicable to  any  emergency.  This  is  the  leading  prin- 
ciple in  Scotch  banking,  which  has  carried  that 
country  quietly  through  all  the  storms  which  have  so 
frequently  convulsed  the  monetary  affairs  of  England 
during  the  last  forty  or  fifty  years.  The  chartered 
banks  in  Scotland  have  at  all  times  held  in  reserve  a 
sum  equal  to  the  whole  amount  of  their  circulation 
and  one-fourth  of  their  deposits.  By  capital  held  in 
reserve,  we  mean  not  employed  in  their  ordinary 
banking  business ;  namely,  in  gold,  exchequer-bills,  or 
government  stocks,  which  could  be  made  immediately 
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available.  Since  the  time  when  the  notes  of  the  Bank 
of  England  were  made  a  legal  tender,  these  notes  have 
been  held  to  a  considerable  extent,  instead  of  gold. 
By  this  system  the  banks  of  Scotland  had  always  funds 
in  reserve,  on  which  they  could  fall  back  in  every 
season  of  difficulty,  and  by  means  of  which  they  sup- 
ported credit  when  the  vicissitudes  of  trade  placed  the 
mercantile  community  in  jeopardy :  instead  of  re- 
stricting their  discounts  and  accommodations  to  their 
customers  at  such  times,  they  extended  them  ;  and 
this  is  one  of  the  most  essential  and  common-sense 
purposes  of  a  bank. 

We  do  not  give  our  Northern  friends  any  praise  for 
liberality  in  this :  they  know  their  business  too  well  to 
hold  in  reserve  more  than  necessary  for  their  own 
safety,  or  to  incur  risks  from  a  feeling  merely  of  libe- 
rality :  they  know  that  the  rates  of  banking  profits  did 
not  entitle  them  to  undertake  any  risks  on  such  a  prin- 
ciple ;  but  they  saw  very  clearly  that  it  was  for  their 
own  interest  to  support  every  house  which  could  show 
that  its  embarrassments  arose  from  temporary  circum- 
stances, and  that  they  were  solvent.  Acting  on  this 
principle,  the  losses  of  the  banks  in  Scotland  by  bad 
debts  is  known  to  have  been  very  small ;  and,  most  un- 
doubtedly, it  has  been  much  less  on  this  system  of 
holding  such  an  amount  of  capital  in  reserve  as  not 
only  kept  themselves  perfectly  secure,  but  enabled 
them  in  times  of  pressure  to  assist  every  man  who  de- 
served their  aid,  than  it  otherwise  would  have  been. 

This  principle  of  holding  so  large  a  portion  of  their 
funds  in  reserve  is  the  leading  feature  of  Scotch  bank- 
ing ;  but  that  principle  was  altogether  overlooked  in 
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the  first  attempt  of  introducing  Scotch  banking  into 
England,  and  the  consequences  have  been  some  most 
lamentable  instances  of  folly  and  failure.  We  must 
beg,  however,  to  be  distinctly  understood  in  this  as 
limiting  our  censure  to  those  cases  to  which  it  has 
been  plainly  applicable. 

Some  of  the  first  establishments  of  this  kind  in  Eng- 
land, which  were  held  out  as  models  of  Scotch  bank- 
ing, were  so  very  imprudently  conducted  as  to  raise  a 
prejudice  in  the  minds  of  the  public  in  England  against 
the  very  name.  But,  in  justice  to  the  many  joint- 
stock  banks  in  England  whose  affairs  have  been  pru- 
dently conducted,  and  in  justice  to  the  system,  I  must 
protest  against  any  prejudicial  conclusion  being  drawn 
from  these  exceptional  instances  of  mismanagement. 
These  cases,  however,  prove  the  necessity  of  restraint, 
to  which  we  shall  come  immediately ;  but  we  must 
first  take  notice  of  the  other  great  department  of 
banking  in  this  country — namely,  the  private  banks. 
I  approach  this  with  very  anxious  feelings,  knowing 
that  many  of  these  establishments,  in  various  parts 
of  the  country,  and  most  particularly  in  the  metro- 
polis, are  possessed  of  responsible  capitals  which  ex- 
ceed the  paid-up  capitals  of  any  joint-stock  bank,  with 
the  exception,  of  course,  of  the  Bank  of  England ; 
acknowledging  also  at  the  same  time  the  great  be- 
nefits the  country  has  derived  from  them.  As  a 
class,  there  is  not  one  which  has  stood  so  deservedly 
high  in  public  estimation  as  the  private  bankers  in 
England  and  Scotland.  Most  unfortunately,  how- 
ever, for  them  and  for  the  country,  the  banking  crisis 
of  1826  brought  to  light  many  instances  in  which  it 
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was  found  that  confidence  in  them  had  been  misplaced. 
It  was  impossible  to  prevent  the  effects  of  this  being 
very  injurious  to  the  numerous  private  banks  whose 
affairs  had  uniformly  been  conducted  in  the  most 
prudent  manner;  and  recent  instances  of  the  failure  of 
private  banks  have  aggravated  the  evil.  This  was  the 
source  of  the  cry  for  joint-stock  banking  in  England. 
That  demand  having  been  granted  by  the  Government 
in  1826,  and  extended  in  1833,  it  must  now  come  to 
be  considered  what  is  to  be  done  to  protect  the  coun- 
try from  a  system  which,  under  suitable  guards,  may 
be  most  beneficial,  but  which,  if  not  controlled,  will  be 
found  most  vicious. 

There  is  a  strong  feeling  in  this  country  against  in- 
terference with  trade,  and  to  some  extent  the  feeling  is 
well  founded ;  but  trade — namely,  mercantile  under- 
takings— as  applicable  to  goods,  and  banking,  which 
is  trading  in  money,  are  very  different  things.  Com- 
petition in  trade  is  in  general,  in  the  long  run,  a 
public  benefit ;  but  competition  in  banking  leads  im- 
mediately and  ultimately  to  great  public  injury ;  and 
the  American  President  who  designated  free  trade  in 
banking  as  free  trade  in  swindling  was  not  far  from 
the  truth.  They  have  found  it  so  in  America ;  and,  if 
we  do  not  take  care  to  prevent  it,  we  shall  find  it  the 
same  in  England. 

Some  preventive  check  must  therefore  be  found  to 
protect  the  country  from  the  evils  which  are  inse- 
parable from  a  wide -spreading  and  unrestrained  mania 
for  banking ;  and  in  suggesting  some  protection  for 
the  public  at  large  against  a  banking  deluge,  we  shall 
consult  also  the  best  interests  of  the  banks.  The  great 
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increase  of  banking  establishments  has  already  created 
a  degree  of  competition  with  each  other  which  calls  for 
some  regulation  to  prevent  its  becoming  the  source  of 
incalculable  mischief.  There  is  at  all  times  in  this 
country  an  elastic  tendency  to  speculation  in  all  the 
multifarious  departments  of  human  industry,  and  this 
is  inevitably  excited  and  carried  out  to  an  injurious 
extent  the  moment  the  banks  begin  a  race  of  compe- 
tition uith  each  other.  The  only  legitimate  compe- 
tition for  banks  to  engage  in  is  the  endeavour  to  place 
themselves  high  in  the  confidence  of  their  respective 
districts  and  of  the  country  at  large.  When  a  bank 
looks  to  this  as  the  main  foundation  of  its  business  and 
the  source  of  its  profits,  it  is  a  public  benefit.  The 
vicious  sort  of  competition,  however,  which  requires 
to  be  checked,  leads  the  banks  to  enticing  people 
to  do  business  with  them  by  giving  facilities  to  an 
extent,  and  on  securities  of  a  nature,  quite  inconsistent 
with  prudent  banking.  This  for  a  time  may  give  a 
fictitious  appearance  of  prosperity,  and  it  may  raise 
prices  for  a  time  by  enabling  many  to  speculate  in  the 
purchase  of  goods,  and  in  various  ways  which  they 
could  not  otherwise  have  attempted :  but  it  leads  to  a 
general  overtrading,  the  result  of  which  is  calamitous 
to  all  concerned  in  it.  We  have  seen  this  effect  ascribed 
to  the  increased  circulation  of  the  banks:  that,  no 
doubt,  is  a  very  common  accompaniment,  but  not  a 
necessary  one,  as  there  may  be  great  competition 
amongst  the  banks  without  any  increase  of  their  cir- 
culation :  that,  however,  aggravates  the  evils  whenever 
it  exists ;  and  the  remedy  of  Mr.  Warde  Norman  for 
all  these  matters  is  one  central  bank  of  issue.  This 
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would  interfere  with  long-established  and  deeply- 
rooted  interests,  and  therefore  would  be  unjust,  and  it 
would  be  plunging  the  trade  of  the  country  into  such 
a  gulf  of  unseen  difficulty  as  no  man  can  foretell  the 
result  of. 

On  true  Conservative  principles  we  must  maintain 
our  existing  institutions,  while  at  the  same  time  we 
secure  the  stability  by  preventing  their  abuse.  For 
this  purpose  means  must  be  found  to  enforce  on  every 
bank  of  issue  in  the  first  place  the  necessity  of  holding 
at  all  times  such  a  proportion  of  its  capital  in  reserve 
as  may  render  it  perfectly  safe  under  any  conceivable 
circumstances.  This  should  be  at  the  least  to  the  ex- 
tent of  their  whole  circulation  and  a  fifth  part  of  the 
amount  of  their  deposits  and  average  balances.  This 
would  practically  be  found  a  sufficient  check  to  com- 
petition amongst  the  banks,  because  it  would  reduce 
their  means  of  over-exciting  trade  by  loans  and  dis- 
counts, and  leave  them  no  inducement  to  make  ad- 
vances on  inadequate  securities ;  while  at  the  same 
time  it  would  place  the  banks  in  a  position  of  perfect 
safety,  which  would  enable  them  to  look  without 
anxiety  on  any  season  of  difficulty  and  pressure  on 
trade :  and,  having  funds  in  reserve  to  fall  back  upon, 
they  could  support  credit  by  such  prudent  assistance 
to  their  customers  as  would  carry  them  over  their 
trials.  This  is  the  most  important  duty  of  a  bank. 
But  if  in  the  course  of  competing  with  each  other  their 
funds  are  scattered  abroad,  they  must  desert  their 
customers,  and  call  in  their  funds,  whatever  may  be 
the  consequence ;  and  we  would  warn  every  man  to 
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avoid  any  bank  which  in  quiet  times  offers  facilities 
—he  may  lay  his  account  with  being  deserted  by  it  at 
last. 

Now  we  are  not  aware  of  any  objection  likely  to  be 
raised  by  either  respectable  private  or  joint-stock  banks 
of  issue  against  a  legislative  measure  by  which  such 
reserves  as  we  have  stated  would  be  made  imperative 
on  every  one  of  them.  It  could  only  occasion  incon- 
venience to  such  banks  as,  from  want  of  capital,  or 
from  imprudence  in  the  management  of  their  capital, 
do  not  deserve  the  confidence  of  the  country.  To 
every  really  respectable,  safe  bank  a  measure  of  this 
kind  would  be  a  very  great  boon,  for  it  would  free 
them  from  the  injurious  proceedings  of  banks  which 
are  unworthy  of  the  name.  Banks  of  issue  have  no 
right  to  object  to  the  necessity  of  taking  out  a  licence 
from  Government,  and  being  put  under  surveillance. 
Banks  of  deposit  and  discount,  which  do  not  issue 
notes,  may  object:  we  would  leave  it  to  themselves, 
therefore,  to  take  out  or  not,  as  they  pleased,  a  similar 
licence  to  what  would  be  required  by  the  banks  of 
issue  :  but  those  that  did  so  would  stand  better  in 
public  estimation ;  and  as  all  the  best  private  banks 
do  actually  hold  large  reserves,  it  would  be  wise  in 
them  to  concur  in  any  plan  of  the  kind.  We  have 
recommended  the  returning  into  the  hands  of  the 
Bank  of  England  the  11,000,000/.  of  its  capital  still 
held  by  government,  and  this  should  be  done  by  fund- 
ing to  that  extent.  Should  an  objection  be  started  to 
this  from  the  depressing  effect  it  might  have  on  the 
funds,  that  effect  will  be  most  fully  counteracted  by 
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the  purchases  of  the  banks  in  providing  their  reserves, 
which  would  at  the  same  time  be  made  imperative  on 
them.  Some  bankers  may  object  the  risk  of  holding 
government  stock  as  their  reserves  :  in  answer,  I  take 
the  following  passage  from  Mr.  Blair's  evidence  on 
this  point : — 

"  1959.  Do  you  think  any  interference  ought  to  take  place 
with  the  banks  to  compel  them  to  lose  H  per  cent,  by  such 
an  operation  ? — If  it  can  be  shown  that  banking  can  only  be 
carried  on  safely  for  a  lengthened  period  by  such  reserves  ; 
and  if  it  is  also  shown  that  for  a  very  long  period  the  Scottish 
banking  has  proceeded  with  the  most  perfect  safety,  in  con- 
sequence of  this  principle  being  carried  throughout  all  banks 
in  Scotland,  then  I  think  it  would  be  right  to  consider  how 
far  it  might  be  proper  to  enforce  such  a  principle,  or  to  re- 
commend it. 

"I960.  But  beyond  the  loss  of  1J  per  cent,  of  interest, 
might  not  the  bank,  so  compelled  to  invest  a  portion  of  its 
deposits  in  public  securities,  suffer  seriously  in  a  time  of 
pressure  from  a  fall  in  the  price  of  those  government  secu- 
rities ? — I  can  only  refer  to  the  experience  of  those  who  have 
long  held  such  securities;  and  I  think,  if  they  are  well 
managed  and  properly  attended  to,  no  such  result  will  occur. 

"  1964.  Suppose  any  calamity  should  happen,  and  the 
funds  should  fall  from  90  to  52,  from  any  sudden  explosion 
of  hostilities,  in  what  situation  would  a  bank  be,  a  great 
proportion  of  whose  deposits  were  invested  in  the  public 
funds  ? — I  have  seen  changes  in  the  public  funds  to  the  ex- 
tent of  a  fluctuation  downwards  from  80  to  65,  and,  having 
made  that  observation,  I  may  also  say  that  the  principle  I 
have  stated  goes  to  this,  that  banks  should  hold  reserves 
independent  of  their  general  business  :  whatever  may  be  the 
sacrifice,  that  principle  should  be  carried  out,  which  will  not 
only  enable  them  to  pay  demands  made  upon  them  by  de- 
positors at  times  of  pressure,  but  will  also  enable  them  to 
continue  their  credits  to  the  country  in  a  consistent  manner  ; 
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for  I  consider,  if  it  is  just  and  reasonable  to  give  a  certain 
credit,  it  is  just  and  reasonable  to  keep  it  up  till  you  have 
given  fair  notice  of  your  intention  to  withdraw  it.  Now,  I 
consider  that  reserves  not  employed  in  the  general  business 
of  the  banks  will  enable  the  banks  to  carry  both  those  ends 
into  effect.  I  think  a  certain  proportion  of  such  'reserves 
may  be  held  in  government  securities,  and  that,  if  they  are 
well  managed,  with  proper  attention,  such  securities  may 
be  worked  without  any  loss  accruing  upon  them  ;  another 
portion  of  the  reserves  might  be  kept  in  a  different  descrip- 
tion of  securities.  I  do  not  lay  down  any  rule  which  should 
bind  all  banks  under  all  circumstances,  but  only  that  a  cer- 
tain reserve  should  be  kept." 

I  do  not  apprehend  any  difficulty  in  the  working  of 
a  legislative  measure  for  this  purpose,  and  there  would 
be  no  inconvenience  from  the  necessary  disclosures  of 
their  business,  these  being  confined  to  the  knowledge 
of  a  very  few  responsible  men  appointed  for  this  ex- 
press duty.  Whether  this  should  be  intrusted  to  the 
Board  of  Trade,  or  to  a  commission  for  the  purpose,  is 
immaterial,  provided  only  that  it  be  done  effectually. 
No  penalty  is  requisite  to  enforce  these  rules,  because 
a  system  of  exchanges  would  be  arranged  over  the 
whole  country  at  the  same  moment,  and  any  recusant 
bank,  being  left  out  of  the  exchange,  would  fall  to  the 
ground. 

I  have  mentioned  banks  of  issue  as  the  parties  to 
whom  it  is  absolutely  necessary  to  apply  some  check 
of  this  kind ;  but  as  it  would  be  a  stamp  of  security 
to  every  bank  which  came  under  the  cognizance  of  a 
board  such  as  has  been  suggested,  I  think  the  banks 
merely  of  deposit  would  in  their  own  defence  claim 
to  be  included :  it  would  certainly  be  wisdom  in  them 
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to  do  so.  The  amount  of  funds  to  be  held  in  reserve 
by  such  banks  would  be  less  than  by  banks  of  issue  by 
all  the  amount  of  circulation,  but  to  keep  them  safe 
and  to  enable  them  to  do  their  duty  to  the  public 
which  intrusts  them  with  its  money,  their  reserve 
funds  ought  to  be  at  least  one-fifth  of  their  liabi- 
lities. 

There  remains  now  to  be  considered  another  im- 
portant point  regarding  banks  of  issue,  namely,  a 
check  to  their  circulation.  I  have  stated  and  ex- 
plained at  large  that  the  whole  paper  circulating 
medium  of  about  40,000,0007.  sterling  bears  so  small 
a  portion  to  the  amount  of  sales,  that  the  contrac- 
tion or  expansion  of  the  circulation  by  5,000,0007.  or 
6,000,0007.  at  the  most,  cannot  affect  the  transac- 
tions which  must  be  calculated  to  amount  to  at  least 
700,000,0007.  Therefore,  the  effect  of  circulation  on 
prices  is  inoperative.  There  is,  however,  a  great  evil 
in  unrestrained  circulation  of  paper  money,  chiefly  be- 
cause it  leads  banks  to  look  to  their  circulation  as  a 
main  source  of  their  profits,  which  is  a  most  vicious 
mode  of  banking.  Under  this  principle  of  doing  busi- 
ness, banks  have  endeavoured  to  go  on  with  the 
smallest  possible  paid-up  capital,  and  with  the  largest 
amount  of  their  paper  they  could  contrive  to  keep  in 
circulation.  This  requires  to  be  checked,  both  for 
their  own  safety  and  for  the  protection  of  the  public. 

I  have  stated  that  in  Scotland  this  has  been  most 
effectually  done  by  a  system  of  exchange  of  the  bank 
notes  instituted  by  the  banks  themselves,  but  made  so 
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imperative  that  no  bank  could  stand  which  refused  to 
submit  to  the  rule,  or  whose  notes  were  not  admitted 
in  the  clearing-houses  of  the  other  banks. 

I  have  heard  it  stated  that  this  might  apply  to  the 
limited  banking  concerns  of  Scotland,  but  could  not  to 
England.  The  banking  of  Scotland,  however,  is  not  so 
very  limited.  The  paid-up  capitals  of  its  banks  amount 
to  10,000,0007.,  the  deposits  to  29,000,0007.,  the  cir- 
culation from  3,000,0007.  to  3,500,0007. ;  altogether 
to  about  43,000,0007.,  not  a  very  limited  sum ;  and  if 
bankers  on*  that  scale  can  of  themselves  institute  an 
effective  plan  of  exchanging  their  notes  so  as  to  pre- 
vent over-issue,  which  has  not  increased  while  the 
banks  and  their  branches  have  been  more  than  doubled, 
there  can  be  no  practical  impossibility  of  enforcing  a 
similar  measure  in  England.  Ipswich  has  already  set 
the  example ;  and  by  a  judicious  arrangement  of  the 
kingdom,  taking  the  principal  trading  and  manufac- 
turing towns  as  so  many  central  points  in  which  the 
notes  of  all  the  banks  in  their  respective  districts  were 
to  be  exchanged,  an  effectual  check  would  be  put  to 
over-issue,  and  a  salutary  check  would  be  given  to 
over-banking,  and  through  that  to  over-trading. 

With  these  two  measures,  namely,  a  legislative  en- 
forcement of  large  reserves  in  proportion  to  the  lia- 
bilities, and  a  frequent  and  universal  exchange  of  their 
paper,  the  banks  would  be  in  perfect  safety ;  and  in- 
stead of  the  periodical  visitations  of  alarm  and  dis- 
tress amongst  our  merchants,  the  banks  which  live  by 
them  would  find  their  own  interest  in  supporting  ere- 
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dit,  and  carrying  their  customers  through  a  season  of 
difficulty,  instead  of  leaving  them,  as  hitherto,  to  sink 
or  swim  as  they  could. 

There  is  no  violent  change  in  the  measures  I  have 
now  ventured  to  recommend,  nothing  which  encroaches 
on  existing  rights  or  interests,  and  nothing  which  has 
not  been  already  tested  by  long  experience  in  Scot- 
land, and  more  recently  in  one  district  in  England. 
I  do  not  propose  any  startling  new  theory  which  the 
inventor  thinks  is  the  key  to  all  our  difficulties,  but 
which  no  other  man  sees  in  the  same  light. 

What  has  been  proposed  would  have  the  effect  of 
consolidating  and  greatly  improving  our  whole  mone- 
tary system,  and  that  with  the  least  possible  degree  of 
change  ;  nothing  more,  indeed,  than  a  few  merely  pre- 
ventive regulations,  but  which  would  be  found  in  their 
operation  effectual  for  the  whole  purpose  wanted. 

I  have  now  only  to  consider  very  shortly  a  few 
points  affecting  the  conflicting  interests  of  the  private 
and  joint-stock  banks  and  the  Bank  of  England.  I  have 
hitherto  been  recommending  restrictions  ;  I  have  now 
in  return  to  recommend  an  opposite  course  in  some 
points. 

The  statute  of  limitation  of  partners,  which  had  its 
origin  in  the  idea  of  its  being  a  protection  to  the  Bank 
of  England,  was  in  so  far  relaxed  in  1826  and  1833 
as  to  admit  of  the  establishment  of  joint-stock  banks 
with  any  number  of  partners  with  transferable  shares  ; 
but  the  limitation  was  left  in  full  force  as  applied  to 
the  private  bankers,  who  are  still  restricted  to  six 
partners.  This  is  not  even-handed  justice.  The  re- 


80  CURRENCY    AND    BANKING. 

laxation  of  the  statute  should  have  been  extended  to 
all,  and  no  injury  would  have  followed  to  the  Bank  of 
England,  because  the  law  which  made  the  notes  of 
that  bank  a  legal  tender,  combined  with  their  exclusive 
circulation  in  London  and  sixty-five  miles  round  it,  gives 
them  an  advantage  which  cannot  be  influenced  by  any 
competition.  The  struggle  is  not  between  the  Bank 
of  England  and  any  other  class  of  bankers,  but  be- 
tween the  private  and  the  joint-stock  banks  ;  and  we 
are  not  aware  of  any  reason  whatever  for  preventing 
a  private  banking-house  having  more  than  six  part- 
ners. The  interest  of  the  public  in  the  security  of  the 
banks  would  be  better  consulted  by  leaving  them  in 
this  respect  quite  unrestricted ;  and  if  they  think  it 
would  strengthen  them  and  enable  them  to  keep  their 
ground  against  the  encroachments  of  their  natural 
enemies,  the  joint-stock  banks,  it  would  be  unjust  to 
refuse  it. 

On  the  other  hand,  there  is  also  a  useless  restriction 
on  the  joint-stock  banks  in  London,  which  clogs  their 
operations  without  doing  good  to  any  one.  I  allude  to 
their  being  prevented  accepting  a  draft  at  less  than  six 
months  after  date :  this  originated  in  the  apprehension 
of  their  creating  a  vicious  description  of  paper  money 
by  accepting  drafts  at  sight,  which  would  get  into  cir- 
culation ;  but  we  do  not  believe  that  any  description  of 
notes  will  circulate  in  opposition  to  the  legal  tender 
paper  of  the  Bank  of  England  within  the  limits  of  its 
exclusive  privilege. 

I  trust,  then,  that  the  interests  of  the  Bank  will  be  • 
upheld  in  every  respect,  because  I  believe  the   public 
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interest  is  involved  in  its  being  so ;  but  in  doing  this 
we  must  avoid  subjecting  other  parties  to  unneces- 
sary inconvenience.  Now  the  restriction  on  the  joint- 
stock  banks  in  London,  as  to  their  being  drawn  upon 
at  less  than  six  months,  has  injured  them,  without  any 
public  benefit  in  return.  Some  of  them,  in  conse- 
quence, have  resorted  to  inconvenient  and  irregular 
modes  of  doing  their  business  with  their  correspondents 
at  a  distance,  and  unseemly  law-suits  with  the  Bank  of 
England  have  been  the  result.  This  ought  to  be  pre- 
vented, and  there  is  no  difficulty  in  the  matter.  Let 
these  banks  within  the  pale  of  the  sixty- five  miles  be  all 
restricted  from  being  drawn  upon  or  giving  their  pro- 
missory notes  at  sight,  or  payable  on  demand — let  all 
their  acceptances  be  time-bills  terminable  at  specified 
dates,  however  short; — this  will  enable  them  to  do 
their  business  with  the  provinces,  without  the  slight- 
est chance  of  their  paper  interfering  with  the  Bank  of 
England. 

I  shall  now  conclude  with  a  summary  of  the  whole 
argument.  We  have  seen  that  the  price  of  com- 
modities does  not  vary  with  the  fluctuations  in  the 
amount  of  the  circulating  medium.  From  this  is 
drawn  the  conclusion  that  the  action  of  the  Bank  of 
England  on  the  currency,  and  through  that  on  credit, 
with  the  view  of  such  a  reduction  of  prices  as  would 
correct  an  adverse  state  of  the  foreign  exchanges,  is 
founded  in  error ;  that,  if  prices  could  by  this  action 
of  the  Bank  be  influenced  to  that  extent,  the  injury 
done  to  the  country  would  greatly  outweigh  the  bene- 
fit;  but  that  from  the  history  of  the  crisis  of  1839 
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and  1840  it  was  proved  that,  under  the  existing  state 
of  the  law,  the  Bank  could  no  longer  influence  prices, 
even  by  its  combined  and  most  severe  action  both  on 
currency  and  credit,  even  to  the  extent  of  a  general 
panic  in  the  country.  The  conclusion  follows  that 
the  Bank  regulating  its  movements  in  respect  of  loans, 
discounts,  and  circulation,  by  the  rate  of  exchange, 
subjects  the  country  to  frequent  convulsions  in  trade, 
without  the  compensation  of  any  one  beneficial  result. 

We  have  seen  the  position  in  which  the  Bank  was 
left  by  the  terms  on  which  its  charter  was  renewed  in 
1833.  I  have  pointed  out  the  want  of  foresight  ex- 
hibited in  that  transaction,  and  the  necessity  of  the 
charter  being  speedily  renewed  in  a  different  spirit, 
and  on  terms  which  would  place  the  Bank  in  a  posi- 
tion to  fulfil  its  high  functions  with  benefit  to  the 
country  and  safety  to  itself. 

With  regard  to  all  other  banks  of  issue,  I  have 
pointed  out  the  necessity  of  a  legislative  measure  to 
compel  them  to  hold  a  large  part  of  their  funds  in 
reserve,  and  to  institute  a  general  system  of  ex- 
changing their  notes ;  and  I  have  recommended  that 
banks  of  deposit,  for  their  own  protection  and  in- 
terest, should  concur  in  the  same  measure,  in  so  far 
as  applicable  to  them. 

I  have  urged  these  measures  for  the  safety  of  the 
banks,  as  well  as  for  the  benefit  of  the  public  with 
whom  they  deal,  and  as  the  only  means  of  saving  the 
kingdom  from  the  ruinous  consequences  of  an  un- 
restrained mania  for  banking,  with  the  inseparable 
accompaniments  of  every  kind  of  wild  and  vicious 
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system  of  conducting  that  business.  It  is  to  be  hoped 
that  we  may  see  these  most  important  questions  taken 
up  at  once  as  a  Government  measure,  and  in  the 
hands  of  our  present  rulers  we  shall  have  no  fears  as 
to  the  final  settlement. 


POSTSCRIPT. 

SINCE  writing  the  preceding  pages  we  have  the  an- 
nouncement of  Sir  Robert  Peel's  measures  of  finance, 
which  we  may  conclude  will  be  followed  out  with, 
perhaps,  some  modifications  to  meet  particular  cases ; 
but  these  measures  will  pass  into  law.  We  may, 
therefore,  reckon  on  an  annual  importation  of  grain, 
more  or  less,  according  to  the  result  of  our  crops  at 
home,  but  still  to  a  considerable  extent ;  and  from 
the  reductions  in  the  tariff  of  duties  on  foreign  com- 
modities, we  may  reckon  also  on  a  considerably  en- 
larged importation  from  all  parts  of  the  world :  these 
changes  in  our  system  of  duties  would  fail  in  their 
intended  effects  if  it  were  otherwise — it  is  necessary, 
therefore,  to  look  to  the  effect  that  all  this  will  have 
on  the  money-market.  That  our  payments  to  other 
countries  will  be  greatly  increased  is  inevitable  :  that 
the  general  demand  from  the  world  for  the  produce 
of  our  manufactures  may  ultimately  meet  this  in- 
creased importation  is  very  probable ;  but  it  would 
be  far  too  sanguine  to  expect  that  it  will  be  simul- 
taneous— on  the  contrary,  it  will  be  a  process  of  years. 
Neither  will  it  be  direct  to  the  countries  from  which 
we  import :  we  may  enable  them  to  buy,  but  they 
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will  find  cheaper  markets  for  some  of  the  chief  articles 
they  want.  Europe  will  find  sugars,  coffee,  and  all 
the  products  of  the  South  cheaper  in  the  Brazils  and 
Spanish  colonies,  than  from  us :  still  this  will  enable 
the  Brazils,  &c.  to  take  more  of  our  manufactures,  as 
for  these  things  Britain  will  be  their  best  market. 
This,  however,  is  an  indirect  and  slow  process,  and  it 
will  be  some  years  before  we  can  reap  any  benefit 
from  it. 

The  Bank  of  England  has,  therefore,  to  look  to 
some  years  of  an  excess  of  importation,  and  conse- 
quently to  the  balance  of  payments  being  against 
this  country.  The  first  question  that  comes  from  this 
view  of  the  matter  is  this — will  the  Bank  try  to  put 
a  barrier  in  the  way  of  these  transactions  by  the  old 
method  of  reducing  its  circulation  and  restricting  its 
discounts  ?  The  next  question  is,  how  is  the  Bank 
to  meet  the  drain  on  its  coffers,  if  the  process  of 
equalising  by  means  of  gold  the  balance  of  payments 
to  foreign  states,  be  spread  over  three  or  four  years  ? 

It  is  much  to  be  regretted  that  the  necessary 
changes  in  our  monetary  system  could  not  have  been 
made  simultaneously  with  the  change  in  the  corn- 
laws  and  tariff;  but  as  that  has  not  been  done,  it  is 
for  the  Government  and  the  Bank  of  England  to 
settle  how  the  exigencies  of  the  time  are  to  be  met — 
it  must  be  by  something  very  different  from  their  pre- 
vious system. 


LONDON  :  Printed  by  \VJLMAM  CLOWES  and  SONS,  Stamford  Street 


ALBEMARLB  STREET, 
APRIL  1842. 


MR.   MURRAY'S   ANNOUNCEMENTS. 


ANCIENT  SPANISH  BALLADS, 

Historical  and  Romantic.     Translated,  with  Notes,  by  J.  G.  LOCKHART,  Esq. 

Embellished  in  a  New  and  perfectly  Original  Manner. 

A  Reprint,  Quarto,  richly  bound. 


THE  LIFE  OF  SIR  DAVID  WILKIE,  RA. 

His  Journals,  kept  in  France,  the  Netherlands,  Italy,  Spain,  Germany,  Turkey,  the  Holy 

Land,  and  Egypt ;   with  his  Correspondence,  and  Remarks  on  Pictures  and  Artists. 

By  ALLAN  CUNNINGHAM,  Esq.     3  vols.  8vo. 


CABOOL  IN   1836-7   AND   8: 

Being  the  Personal  Narrative  of  a  Journey  to.  and  Residence  in,   that  City. 
By  SIR  ALEXANDER  BURNES.    With  numerous  Plates.    8vo. 


ILLUSTRATIONS  OF  THE  LITURGY  AND  RITUAL 
OF  THE  CHURCH  OF  ENGLAND; 

Being  Sermons  and  Discourses  selected  from  Eminent  Divines  who  lived  during  the 
Seventeenth  Century.     3  vols.  post  8vo. 


A  TREATISE  ON  THE  UNITY  OF  THE  CHURCH. 

By  HENRY  EDWARD  MANNING,  Archdeacon  of  Chichester.     8vo. 


FARADAY'S  CHEMICAL  MANIPULATION; 

Being  INSTRUCTIONS   TO   STUDENTS    IN    CHEMISTRY,    on  the  Methods  of   performing 

Experiments  of  Demonstration  or  Research  with  accuracy  and  success. 

Third  Edition,  revised.     8vo. 


MR.  MURRAY'S  ANNOUNCEMENTS. 


THE  LITERARY  HISTORY  OF  EUROPE, 

In  the  Fifteenth,  Sixteenth,  and  Seventeenth  Centuries.    By  HENRY  HALLAM,  Esq. 
A  new  and  revised  Edition.     3  vols.  8vo. 


THE  ANCIENT  EGYPTIANS, 

Their  Private  Life,  Manners  and  Customs,  derived  from  a  comparison  of  the  Paintings, 
Sculptures  and  Monuments  still  existing,  with  the  Accounts  of  ancient  Authors. 
By  Sir  GARDNER  WILKINSON.  First  Series.  Second  Edition.  3  vols.  8vo. 


ASIA  MINOR,  PONTUS,  AND  ARMENIA: 

Being  Researches  in  those  COUNTRIES  ;  with  some  Account  of  the  ANTIQUITIES 
and  GEOLOGY.     By  W.  I.  HAMILTON,  Esq.,  M.P.     With  Map  and  Engravings. 

2  vols.  8vo. 


A  MILITARY  BIOGRAPHY; 

Containing  a  full  and  perfect  Detail  of  every  Officer's  Career ;  with  any  Dispatch, 
General  Order,  &c.,  with  which  his  name  is  associated,  either  in  whole  or  part,  as  the 
case  shall  demand.  By  Lieutenant  HART,  49th  Regiment.  Volume  I.  8vo. 


EXCURSIONS  IN  NEWFOUNDLAND; 

With  an  Account  of  the  Cod  Fishery  —  Fog  Banks  —  Adventures  of  a  Sealing 
Expedition,  &c.  To  which  is  added,  a  Geological  Survey  of  the  Island.  By  J.  B. 
JUKES,  Esq.,  F.G.S.  2  vols.  post  8vo. 


HAND-BOOK  OF  THE  HISTORY  OF  PAINTING. 

The  GERMAN,  FLEMISH,  DUTCH,  FRENCH,  SPANISH  and  ENGLISH  SCHOOLS.    Translated 
from  the  German  of  Kugler.     By  Sir  EDMUND  HEAD,  Bart.     Completing  the  Work. 

Post  8vo. 


A   HISTORY  OF  INDIA: 

The  Hindoo  and  Mahomedan  Periods.     By  the  Hon.  MOUNTSTUART  ELPHINSTONE. 
New  Edition  Revised.    With  a  large  Map.    2  vols.  8vo. 

"  Mr.  Elphinstone's  work  will,  we  trust,  be  eminently  useful,  and  tend  to  dispel  much  of  that  con- 
fusion, prejudice,  and  apathy,  which  still  lingers  in  the  minds  even  of  many  highly-educated  persons 
on  the  subject  of  Ancient  India."—  Quarterly  Review. 


MR.  MURRAY'S  ANNOUNCEMENTS. 


THE  PEASANTRY  OF  THE  BORDER, 

An  Appeal  in  their  Behalf.     By  W.  S.  GILLY,  D.D.,  Vicar  of  Norham,  and  Canon  of 
Durham.     Second  Edition,  considerably  enlarged,  with  Plans,  Estimates;  &c.    8vo. 

"  Give  them  good  Cottages,  and  help  them  to  educate  their  children." 


ESSAYS  AND  ORATIONS, 

Read  and  delivered  at  the  Royal  College  of  Physicians.     By  Sir  HENRY  HALFORD, 
Bart.,  M.D.  President  of  the  College.    Third  Edition,  with  many  additions.   Fcap.  8vo. 


NUGJE  METRICS. 

Latin  Poems  and  Translations.    By  Sir  HENRY  HALFORD,  Bart.,  M.D.     Fcap.  8vo. 


LORD   BYRON'S  TALES. 


1.  GIAOUR. 

2.  BRIDE  OF  ABYDOS. 

3.  CORSAIR. 

4.  LARA. 

5.  SIEGE  OF  CORINTH. 


6.  BEPPO. 

7.  MAZEPPA. 

8.  ISLAND. 

9.  PARISINA. 

10.  PRISONER  OF  CHILLON. 


A  New  and  Cheaper  Edition,  published  Weekly  at  6d.  each. 

Each  Number  is  a  complete  Poem  ;  with  the  First  is  given  a  Portrait  of  LORD  BVRON,  and  the  la 
will  contain  Titles  and  Frontispieces  for  binding  the  Work  in  Two  neat  and  elegant  Volumes. 


HYMNS  FOR  CHURCH  SERVICE; 

Written  and  adapted  for  every  Sunday.     By  the  late  BISHOP  HEBER. 
Eleventh  Edition.     18mo. 


MODERN  BOTANY  FOR  LADIES; 

Or,  THE  NATURAL  SYSTEM  OF  PLANTS,  according  to  the  Classification  of  DE  CANDOLLE. 
By  Mrs.  LOUDON.     With  numerous  Illustrations.     Fcap.  8vo. 


THE  RED  INDIANS  OF   NORTH  AMERICA; 

Their  MANNERS,  CUSTOMS,  SUPERSTITIONS,  and  PRESENT  CONDITION.  From  original 
Notes  made  during  an  Eight  Years'  Travel  and  Sojourn  among  the  Wildest  Tribes. 
By  GEORGE  CATLIN.  With  400  Engravings.  2  vols.  8vo. 


MR.  MURRAY'S  ANNOUNCEMENTS. 


WESTMINSTER  ABBEY, 

Its  ART,  ARCHITECTURE,  and  ASSOCIATIONS.    A  Hand-Book  for  Visitors. 
By  PETER  CUNNINGHAM,  Esq.     Fcap.  8vo. 


FRAGMENTS  IN  PROSE  AND  VERSE. 

By  the  late  Miss  ELIZABETH  SMITH.     New  edition,  in  one  volume,  post  8vo. 


Sbcftnct  an&  practice  of  agriculture; 

OR,   A   FAMILIAR   INTRODUCTION   TO   THE    DEVELOPMENT   OF    THE   FIRST   PRINCIPLES   OF 

AGRICULTURAL     CHEMISTRY, 

Adapted  to  the  use  of  Practical  Farmers,  and  intended  to  form  an  easy  guide  to  the  study 
and  more  exact  comprehension  of  all  other  works  on  the  higher  branches  of  the  Science. 

BY  JAMES  HUDSON,  ESQ., 

SECRETARY   TO  THB   ROVAL  AGRICULTURAL  SOCIETY  OF  ENGLAND. 
CONTENTS. 

PART  I. — Preliminary  Introduction  on  the  Advantages  attending  the  application  of  Scientific  Prin- 
ciples to  Agricultural  Operations,  with  a  Review  of  the  Plan  and  Objects  of  the  various 
Works  at  present  published  on  the  subject  of  Agricultural  Chemistry.— Mode  of  Study- 
ing the  subject,  dec.  &c. 

P^RT    II. — Inorganic  Chemistry  :  Doctrine  of  Soils,  &c. 

PART  III.— Organic  Chemistry  :   Doctrine  of  Manures,  Vegetable  Physiology,  &c. 

PART  IV. — A  complete  Lexicon  of  Agricultural  Chemistry ;  embracing  individual  description,  with 

general  reference  to  the  whole  work  ;  so  that,  by  referring  to  this  part  as  an  Index,  th« 

information  sought  will  at  once  be  given,  or  pointed  out. 

To  be  Published  in  Four  Quarterly  Parts,  at  2s.  6d.  each. 


MR.    MURRAY'S   HAND-BOOK  GUIDES. 

HAND-BOOK  FOR  TRAVELLERS  IN  SPAIN.     With  Elaborate 

Travelling  Maps.     Post  8vo. 

HAND-BOOK    FOR    TRAVELLERS   IN   SOUTHERN   ITALY 

AND  SICILY.     With  a  Map.     Post  8vo. 

HAND-BOOK   FOR  TRAVELLERS   IN   NORTHERN   ITALY. 

With  a  Map.     Post  8vo. 

HAND-BOOK  FOR  TRAVELLERS  IN  SOUTHERN  FRANCE. 

With  a  Map.     Post  8vo. 

***  All  the  above  Works  are  in  the  Press,  and  considerably  advanced. 


ALBEMARLE  STREET, 
APRIL  1842. 


LATELY    PUBLISHED. 


CHILDE  HAROLD'S  PILGRIMAGE. 

BY  LORD  BYRON. 

A  new  and  beautifully  illustrated  Edition,  with  Sixty  Engravings  by  Finden,  from  Ori- 
ginal Drawings  made  on  the  spot,  and  a  Portrait  of  Lord  Byron  never  before  engraved. 
Royal  octavo,  21.  2s.    Proofs,  31.  3g. 

PALESTINE,  MOUNT  SINAI,  AND  ARABIA  PETR^A; 

Being  a  Journal  of  Travels,  undertaken  in  reference  to  Biblical  Geography. 
By  EDWARD  ROBINSON,  D.D.     With  Historical  Illustrations,  original  Maps  and  Plans. 

3  vols.  8vo,  21.  5s. 

"  We  have  found  in  the  work  of  Dr.  Robinson  more  solid  and  important  information  on  the 
Geography  and  Topography  of  the  Holy  Land,  than  has  accumulated  since  the  date  of  Reland's 
'  Palestina.'  " — Quarterly  Revieiv. 


MANNERS  AND  CUSTOMS  OF  THE  ANCIENT  EGYPTIANS, 

Including  their  RELIGION,  AGRICULTURE,  &c.  Derived  from  a  comparison  of  the 
Paintings,  Sculptures,  and  Monuments  still  existing,  with  the  accounts  of  ancient 
Authors.  By  Sir  J.  GARDNER  WILKINSON.  Second  Series.  3  vols.  8vo,  31.  3s. 

"Indefatigable  in  research,  full  of  learning,  accurate  in  facts,  and  logical  in  the  application  of  his 
facts  and  his  learning,  Sir  Gardner  Wilkinson  has  at  the  same  time  treated  his  subject  with  the 
enthusiasm  of  Genius  and  the  liveliness  of  Poetry.  He  opens  to  you  the  Temple  of  their  Deities,  the 
Palace  of  their  Sovereigns,  the  Field  of  Battle,  and  the  Repositories  of  the  Dead.  He  traces  for  you 
their  early  history,  he  exhibits  to  you  their  knowledge  of  the  Arts  and  Sciences,  the  course  of  their 
Husbandry,  and  the  process  of  their  Manufactures,  and  he  introduces  you  to  their  private  life  with 
a  graphic  vivacity  which  makes  you  at  once  a  judge  of  the  virtues  and  vices  of  the  Egyptian 
character,  and  a  partaker,  as  it  were,  of  the  intimacies  of  their  domestic  society." — Lord  Ripon'g 
Address  to  the  Royal  Society  of  Literature. 


THE  POPES  OF  ROME;; 

Their  Political  and  Ecclesiastical  History,  during  the  Sixteenth  and  Seventeenth 
Centuries.     By  LEOPOLD  RANKE.    Second  Edition. 

3  vols.  8vo,  36#. 

"  To  the  high  qualifications  of  profound  research,  careful  accuracy,  great  fairness  and  candour, 
with  a  constant  reference  to  the  genius  and  spirit  of  each  successive  age,  common  to  the  historians 
of  Germany,  Mr.  Ranke  adds  the  charm  of  a  singularly  lucid,  terse,  and  agreeable  style." — Quarterly 
Review. 

V. 

CENTRAL  AMERICA,  CHIAPAS,  AND  YUCATAN. 

INCIDENTS  OF  TRAVEL. 

By  JOHN  L.  STEPHENS,  Esq.     New  Edition  (the  Eleventh  Thousand),  with  Seventy-eight 

Engravings.     2  vols.  8vo,  32s. 

"  We  close  this  book  with  regret.  From  the  first  page  to  the  last,  the  animation,  the  characteristic 
icrgy,  and  the  buoyant  spirit  of  the  author  remain  undiminished.  Let  our  good  friends  of  the  New 
forld  send  out  half  a  dozen  such  travellers  as  Mr.  Stephens,  and  we  predict  that  the  records  of  their 
wanderings,  discoveries,  and  adventures  will  do  more  to  elevate  the  literary  character  of  America 

than  the  angry  philippics  of  all  the  newspapers  throughout  the  Union." — Quarterly  Review. 


MR.  MURRAY'S  RECENT  PUBLICATIONS. 


VI. 

THE    HISTORY    OF   CHRISTIANITY, 

From  the  Birth  of  Christ  to  the  Extinction  of  Paganism  in  the  Roman  Empire. 

By  the  Rev.  H.  H.  MILMAN.     3  vols.  8vo,  36s. 

"Evincing  great  research  and  exhibiting  profound  knowledge  of  the  subject,  it  breathes  a  spirit 
of  peace,  and  tolerance,  and  conciliation,  which  are  or  ought  to  be  the  characteristics  of  all  ministers 
of  the  gospel." — John  Bull. 


THE  CONSTITUTIONAL  HISTORY  OF  ENGLAND  ; 

From  the  Accession  of  Henry  the  Seventh  to  the  Death  of  George  the  Second.     By 
HENRY  HALLAM,  Esq.     Fourth  Edition.     2  vols.  8vo,  24s. 

VIII. 

THE    LIFE    OF    SIR    SAMUEL   ROMILLY ; 

Written  by  Himself.     With  his  Correspondence  and  Diary.     Edited  by  his  SONS. 
Third  Edition.     With  Portrait.     2  vols.  fcap.  8vo,  PRICE  TWELVE  SHILLINGS. 

IX. 

THE   NESTORIAN  CHRISTIANS   IN   OOROOMIA, 

The  Mountains  of  Koordistan,  Ancient  Assyria  and  Media,  with  Evidence  of  their  Identity  with 

the  Lost  Tribes  of  Israel.     By  ASAHEL  GRANT,  M.D.     With  a  Map.   8vo,  8s.  6d. 
"  Dr.  Grant's  volume  is  an  important  accession  to  our  stores  of  geographical  knowledge,  and  we 
hope  it  will  receive,  what  it  richly  deserves,  an  extensive  circulation  and  an  attentive  perusal."— 
Church  of  England  Quarterly  Review. 

X. 

HAND-BOOK  TO  THE  PUBLIC  GALLERIES  OF    ART 

In  and  near  London.     With  Catalogues  of  the  Pictures,  accompanied  by  Critical, 

Historical,  and  Biographical  Notices.     By  Mrs.  JAMESON.     Post  8vo,  18*., 
"  Mrs.  Jameson  has  indulged  in  less  of  dissertation  than  we  should  have  thought  possible,  produc- 
ing instead,  a  Guide-Book  of  singular  unity,  clearness,and  value.  It  could  hardly  be  more  thoroughly 
executed  to  keep  the  promise  of  its  title." — Athenaeum. 


HAND-BOOK   OF   PAINTING— ITALY. 

Translated,  from  the  German  of  Kugler,  by  A  LADY  ;  and  Edited,  with  Notes,  by 

C.  L.  EASTLAKE,  R.  A.     Post  8 vo,  12s. 

"  This  Work  is  intended  to  supply  a  want  long  felt  by  persons  endeavouring  to  acquire  a  knowledge 
of  the  early  history  and  progress  of  the  Art  of  Painting,  which  no  other  English  work  supplies,  viz.  a 
short  and  easily  intelligible  guide,  pointing  out  to  the  unlearned  the  leading  style  of  Art — the  perusal 
of  which  will  serve  as  a  fit  preparation  for  a  visit  to  the  collections  of  Painting  on  the  Continent,  and 
in  our  own  country  ;  whi^e  the  remarks  it  contains  with  reference  to  the  characteristics  of  Schools 
and  individual  Artists,  recommend  it  as  a  means  of  forming  the  taste." 

XII. 

THE  HAND-BOOK  OF  NEEDLEWORK. 

By  Miss  LAMBERT,  of  New  Burlington  Street. 

CONTENTS  : 

Introduction — Tapestry — Materials  in  General — Wool— Silk — Gold  and  Silver — Chenille,  Braid 

Canvas — Berlin  Patterns — Drawing  Patterns  for  Embroidery,  Braiding,  &c. — Implements Framing 

Work— Stitches— Embroidery— Canvas  Work— Crochet— Knitting— Netting— Braiding  and  Applique 
—Bead  Work — Needlework  of  English  Queens  and  Princesses — Conclusion,  "  The  Praise  of  the 
Needle." 

With  numerous  Woodcuts.    PostSvo.    I0s.6d. 


MR.  MURRAY'S  RECENT  PUBLICATIONS. 


XIII. 

THE    HISTORY   OF    ENGLAND, 

From  the  Death  of  Queen  Anne  to  the  Reign  of  George  II.      By  LORD  MAHON. 

Second  Edition.    3  vols.  8vo,  36*; 

"  Lord  Mahon  has  shown  throughout  excellent  skill  in  combining,  as  well  as  contrasting,  the 
various  elements  of  interest  which  his  materials  afforded;  he  has  drawn  his  historical  portraits  with 
a  firm  and  easy  hand,  and  no  one  can  lay  down  the  book  without  feeling  that  he  has  been  under  the 
guidance  of  a  singularly  clear,  high-principled,  and  humane  mind ;  one  uniting  a  very  searching 
shrewdness  with  a  pure  and  unaffected  charity." — Quarterly  Review. 

XIV. 

THE    HISTORY   OF    THE    UNITED    STATES, 

From    the   Discovery  of  the   American   Continent.      By  GEORGE   BANCROFT,  Esq. 
With  Portraits.    3  vols.  8vo,  42*. 


THE  AGRICULTURAL  CLASSES  OF  GREAT  BRITAIN 

AND  IRELAND; 

With  Extracts  from  the  Parliamentary  Reports  and  Evidence,  from  1833  to  1840;  and 
Remarks  by  the  French  Editor.  Published  at  Vienna.  Preface  by  HENRY  DRUMMOND,  Esq. 
2  vols.  8vo,  21s. 

XVI. 

LETTERS  FROM  THE  SHORES  OF  THE  BALTIC. 

By  a  LADY.      With  Etchings  by  the  Authoress,  from  Sketches  made  on  the  Spot. 
Second  Edition.    2  vols.  Post  8vo,  20*. 


JAPAN  IN  THE  NINETEENTH  CENTURY. 

Described  from  the  Visits  of  Recent  Dutch  Travellers.      Post  8vo,  9s.  6d. 


CAIRO,    PETRA,   AND    DAMASCUS. 

From  Notes  made  during  a  Tour  in  those  Countries.     By  JOHN  G.  KINNEAR,  Esq. 

Post  8vo,  9*.  6d. 

"  This  volume  is  of  a  very  agreeable  and  lively  character.  Competently  read,  especially  in  the 
Bible,  and  possessing  a  good  deal  of  native  shrewdness  and  judgment,  Mr.  Kinnear  has  stamped 
upon  his  page  the  charm  of  simplicity  and  utility."— Spectator. 

XIX. 

A  RIDE   ON  HORSEBACK   TO   FLORENCE, 

Through  FRANCE  and  SWITZERLAND.     Described  in  a  Series  of  Letters.    By  A  LADY. 

2  vols.    Post  8vo,  18*. 


LETTERS   FROM  ITALY  TO  A  YOUNGER  SISTER. 

With  Sketches  of  History,  Literature,  and  Art.     By  CATHARINE  TAYLOR. 

Second  Edition.    2  vols.    Post  8vo,  17*. 

«•  With  general  goodness  of  writing,  universal  goodness  of  feeling,  and  altogether  well  calculated  to 
serve  the  modest  purpose  for  which  the  Preface  announces  it  to  be  designed  ."—Edinburgh  Review. 

XXI. 

AUSTRIAN  LOMBARDY,   THE  TYROL,  &   BAVARIA, 

In  1840.     By  JOHN  BARROW.     Post  8vo.     10«.  6rf. 


8  MR.  MURRAY'S  RECENT  PUBLICATIONS. 


XXII. 

RUSSIA   UNDER   NICHOLAS   THE    FIRST. 

Translated  from  the  German.     By  Capt.  ANTHONY  C.  STERLING.     Fcap.  8vo.    5s. 

XXIII. 

FRAGMENTS  FROM  GERMAN  PROSE  WRITERS. 

Illustrated  with  Biographical  Notices.     By  SARAH  AUSTIN.     Post  8vo,  10*. 

XXIV. 

CHARACTERISTICS   OF   PAINTERS. 

By  HENRY  REEVE,  Esq.     Post  8vo,  4s. 
xxv. 

PHILOSOPHY  IN  SPORT  MADE  SCIENCE  IN  EARNEST; 

In  which  the  FIRST  PRINCIPLES  OF  NATURAL  PHILOSOPHY  aro  inculcated  by  Aid  of  the  TOYS 

AND  SPORTS  OF  YOUTH.     Fifth  Edition,  with  1 00  Woodcuts.     Fcap.  8vo,  8s. 
"  This  work  was  originally  composed  by  the  author,  for  the  exclusive  use  of  his  own  children,  and 
wonld  certainly  never  have  been  consigned  to  the  press  but  at  the  earnest  solicitations  of  those 
friends  upon  whose  judgment  he  places  the  utmost  reliance." — Extract  from  Preface, 


TRANSLATIONS   FROM   THE   GERMAN, 

In  Prose  and  Verse.    By  HENRY  REEVE  and  JOHN  EDWARD  TAYLOR.    Fcap.  8vo,  2*.  6d. 

XXVII. 

BISHOP   HEBER'S    PALESTINE, 

PASSAGE  OF  THE  RED  SEA,  EUROPE,  AND  OTHER  POEMS. 

With  Portrait.    Second  Edition.    Fcap.  8vo,  7*.  6d. 

XXVIII. 

MAXIMS  &  HINTS  ON  ANGLING,  CHESS,  SHOOTING, 

AND  OTHER  MATTERS. 

Also  MISERIES  OF  FISHING.     By  RICHARD  PENN,  F.R.S.    Third  Edition  ,•  to  which  is  added, 
a  Few  more  MAXIMS  and  HINTS.     With  Twenty-four  Illustrations.     Fcap.  8vo. 

XXIX. 

THE   YEAR-BOOK   OF   NATURAL   HISTORY 

FOR  YOUNG  PERSONS. 

By  Mrs.  LOUDON.    With  45  Illustrations.    16mo,  4*. 

XXX. 

THE  TASMANIAN  JOURNAL  OF  NATURAL  SCIENCE. 

AGRICULTURE,  STATISTICS,  &c.    No.  I.    8vo,  2s.  6d. 

CONTENTS. 

Introductory  Paper— Callorynchus  Australis— The  Alectura,  the  La  tham  i  —  Fossil  Wood  from 
Macquarie  Plains — Geological  Remarks  on  Kerguelen's  Land — Indigenous  Vegetable  Productions  of 
Tasmania  as  Food  for  Man— The  Birds  of  Tasmania— Collection  of  Fish  formed  at  Port  Arthur- 
Miscellanea,  &c. 


Bradbury  and  Evans,  Printers,  Whitei'riar*. 


I 


PLEASE  DO  NOT  REMOVE 
CARDS  OR  SLIPS  FROM  THIS  POCKET 

UNIVERSITY  OF  TORONTO  LIBRARY 


HG 
938 


Remarks  on  prevailing  error 
respecting  currency  end 

banking. 


